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The Season’s Greetings 


This time a year ago we ventured the hope and the belief that the 
moming year would bring appreciably nearer the time when once again 
war might be ended and the foundations laid for world-wide peace 

nd prosperity. 

As we look back over the year that is drawing to its close, we can 

talize how little we appreciated then the full severity of the blows that 
iwere to fall on the Empire at war. None could have anticipated to the 

est extent how many and how severe were the shocks that would be 
iffered within the short space of a year. Had they been anticipated, 
mone could have hoped that they would be borne with greater fortitude 
they have been in that heart of Empire on which they have fallen 
greatest intensity. 

From the dire events of 1940 we may draw that consolation at least 
=that in its time of trial the mother country has risen to the occasion 
land has shown once again in their fullest glory the unconquerable 
‘gualities of endurance, courage, and steadfastness. Knowing that, we 
May believe that the worst is over. Whatever else must be endured 
Before victory is achieved, the story of 1940 shows, will be endured. 
| In this country, substantial progress has been made in putting industry 
pon a war footing and in preparing for the part that Australia has to 

ay. And, when the full story is told, we have no doubt that that part 
twill be shown to have been a worthy one. 
| From time to time throughout the year particulars have been given 
m our pages of the way in which the accounting profession in Australia 

being organised to give an ever widening assistance in the war effort. 
jihe organisation of the profession to this end is still proceeding, but we 
mly believe that already what has been done reflects the greatest 
edit on the profession and has been of inestimable value to the 
com unity. 
| So far as the journal itself is concerned, our principal difficulty this 
year has been the necessity for reducing the size of our issues in the 
miterests of paper economy. As far as possible, we have endeavoured to 
Maintain both the volume and quality of the articles published, and in 
ite of a very considerable reduction in the average number of pages, 
we think that we have reason to feel satisfied with our efforts in that 
Wspect. 
| In those efforts we have been greatly helped by many contributors 
Mroughout Australia and greatly encouraged by many expressions of 
preciation and suggestions for improvement from our reade:s. 
| We should like, in this last issue for the year, to express our grateful 
anks to those contributors and readers, and to wish them as Happy 
ind Prosperous a Year in 1941 as is possible in the present circum- 
lances. 
A 
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Taxation Section 
Epitep By J. A. L. GuNN, F.1.C.A. 


DEPRECIATION OF DAMS 

As previously reported in the Journal, the Federal Comissioner has 
declined to allow depreciation in respect of earth tanks on the ground 
that they are not “dams” which, under S. 54, are included in the definition 
of “plant” and so are subject to depreciation. 

The departmental definition of a “dam” is as follows :— 

“A dam is a barrier constructed across a depression along which 
water flows naturally thereby damming back the water and creating 
a water supply behind the dam.” 

In its application of that definition the Department classified as 
“dams” all improvements for the conservation of water where the 
essential work for that conservation was the erection of a bank or 
barrier, above ground level, across the path of water flowing naturally, 
whether in a creek or other clearly defined watercourse or in a hollow 
or similar depression or merely down an ordinary slope, and whether 
flowing permanently or intermittently or merely upon the occasion 
of rainfall. In most, if not all, of these cases the soil for the bank 
would be obtained from the higher side of the site for the bank, thus 
enlarging the holding capacity of the dam, but only incidentally and 
without affecting the character of the bank as the essential agent for the 
conservation of the water. 

The Department classified “earth tanks” as those in which, by reason 
of the slope and configuration of the land at the site, the essential work 
for the conservtaion of the water was the excavation of a water-hole 
in the path of water flowing naturally. Usually, if not always, these 
excavations would be made, not in defined water courses, but at the 
bottom of gentle slopes and depressions where the creation of a barrier 
above ground level would not enable water to be conserved in useful 
(quantities. In these cases the soil from the excavation was naturally 
used to bank up the back and two sides of the excavation, thus 
enlarging the holding capacity but only incidentally and without affect- 
ing the character of the excavation as the essential agent for the 
conservation of the water. 

A taxpayer objected against the Departmental interpretation and 
ithe Commonwealth Board of Review was recently asked to decide 
whether or not the last mentioned class of improvement came within 
the meaning of the word “dam.” The Board decided that the improve- 
ments were within the ordinary Australian concept of dams and thus 
were subject to depreciation. 

The Board quoted the following definitions :— 

“The Shorter Oxford English Dictionary defines the word ‘dam! 
to mean— 

“*A bank or barrier of earth, masonry, etc. built across a stream 
to obstruct its flow and raise its level; any similar work’ to confim 
water.’ The words in italics are extended as follows in Murray's 
Oxford Dictionary :— 

“*A similar work constructed to confine water so as to form 4 
pond or reservoir or to protect land from being flooded.’ 

“This dictionary also quotes from Lentzner’s Australian Word 
Book— 

“DAM (up country): A pond for watering cattle—made by 
throwing up a bank across a hollow or little gully.’ 
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“The word ‘pond’ is defined by the Shorter Oxford English 
Dictionary to mean— 

“*A small body of still water of artificial formation.’ 

“Webster’s Dictionary defines the word ‘dam’ to mean— 

“*A barrier to prevent the flow of water, especially a bank of 
earth or wall of any kind, as of masonry or wood, built across a 
watercourse, to confine and keep back flowing water.’ 

re English—A Dictionary of Australasian Words—Morris 
(1898). 

““DAM: In England the word means a barrier to stop water; 
in Australia it also means the water so stopped, as it dnes in Yorkshire. 

“*Examples: 1892. Scribner’s, Feb. p. 141: “Dams as he calls his 
reservoirs scooped out in the hard soil”.’ 

“The Chief Justice of South Australia :— 

“In order to obtain water it is necessary to sink wells and bores 
and excavate dams.’ (Rymill v. Deputy Federal Commissioner of 
Taxation, 1919 S.A.L.R.)” 

The Board went on to say :— 

“The essential concept is a barrier to confine flowing water. In 
the one case the barrier is a bank erected above ground level; in the 
other it is the wall of an excavation. The difference between the 
two types is merely structural. In purpose and effect they are not 
to be distinguished. 

“On the evidence before us—and having in mind but not depend- 
ing entirely on dictionary meanings—we have no hesitation in 
deciding that the improvements in question are within the ordinary 
Australian concept of ‘dams.’ We would have been prepared to 
rest our decision upon common knowledge.” 





RECEIPTS BY TRUSTEES OF Estate oF DecEASED FoR USE OF 
His Driartes BY BIOGRAPHER 

The decision of the Scottish Court of Session in Trustees of Earl 
Haig v. I. R. Comrs. was referred to on pp. 365-6 of the January 1940 
issue of the Journal. The official report has now come to hand— 
(1939) 22 Tax Cas. 725. 

The late Earl Haig, by a settlement, authorised his trustees to publish 
his war diaries at such time and on such conditions as they might see 
it. It was considered undesirable to publish the diaries in their 
mtirety, and for five years nothing was done. In 1933, at the request 
of the trustees, a biography of the Field Marshal was written by Mr. 
Duff Cooper who made full use of the material in the diaries, so far 
as the public interest admitted. The trustees and the author agreed 
that all profits resulting from the book and from the sale of any rights 
connected with it were to be equally divided. The contracts between 
Mr. Duff Cooper and the publishers provided, inter alia, for the payment 
of £10,000 as an advance on account of royalties and also £10,000 for 
the serial rights. The royalties had not amounted to £10,000 and it 
was unlikely that they ever would. The trustees treated their share 
of the receipts as capital of the estate. The diaries remained the 
property of the trustees and it was intended to present them to some 
public institution for preservation. Held, by the Scottish Court of 
Session, that the sums received by the trustees were capital payments 
nreturn for a partial realisation of at asset and were not assessable. 

“The differentiation in any particular case of profits as resulting in 
“pital appreciation on the one hand and on the other in accruer of 
tome may be expected to introduce questions of difficulty. In 
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determining any such question, however, it may perhaps be helpful 
to distinguish between a fruit-bearing subject and its fruits . . . When 
fruits are ungathered and realised, this in general results in an addition 
to income; and this will equally be true in the case of natural fruits, 
industrial fruits or civil fruits. When the subject which provides the 
fruits is realised on the other hand, this generally results in a trans. 
action on capital account. He must expect a loss, and not a gain of 
income, who kills the goose that lays the golden eggs” per Lord Moncrieff 
at pp. 737-8. 





TAXPAYER RESIDENT IN TERRITORIES 

A subscriber has asked the following question: A person, who has 
a plantation in the Territory of New Guinea and maintains his home 
there, is obliged to spend such a great deal of time in Sydney in order 
to receive medical treatment, that he is also a resident of Sydney. |s 
he assessable for Commonwealth purposes in respect of his incom 
from New Guinea including interest on mortgage over property there, 
and is he entitled to a deduction of the medical expenses paid by him 
in Sydney from his Australian income? 

Section 7 of the Commonwealth Income Tax Assessment Ac 
provides as follows :— 

“(1) This Act shall extend to the Territories of Papua, Norfolk 
Island and New Guinea, but shall not apply to any income derived bya 
resident of those Territories from sources within those Territories. 

“(2) Any taxpayer who is resident in a Territory specified in this 
section shall, for the purposes of assessment and payment of income 
tax on income derived from sources in Australia, be deemed to bea 
resident of Australia.” 

In the first place it should be observed that the High Court has 
held (Gregory v. F.C. of T. (1937) 1 A.I.T.R. 201) that the existence 
of residence in one place does not exclude the existence of residence 
in another. The taxpayer may therefore be simultaneously a resident 
of New Guinea and New South Wales. 

Section 7 (1) exempts New Guinea income derived by a resident 
of New Guinea and this is so whether or not the taxpayer is also 
resident of Australia. 

The taxpayer is entitled to a deduction of medical expenses paid by 
him (limited to £50). Section 7 (2) provides that a resident of New 
Guinea is deemed to be a resident of Australia for the purpose of 
assessment and payment of income tax on income derived from sources 
in Australia. 

Under the New South Wales Act, the income from New Guinea is 
not assessable for purposes of ordinary income tax S. 16 (t) and S$. 
19 (1) (c). 

With regard to medical expenses, the test under the New South 
Wales Act is domicile. Assuming the taxpayer is domiciled in New 
Guinea, he is not entitled to a deduction in respect of medical expenses. 

For purposes of New South Wales Unemployment Relief & Social 
Services tax, all income derived by an individual resident from any 
sources outside New South Wales is assessable except income from 
the carrying on of any trade or business other than an investment 
business, S. 2 (2) (b). The plantation income would therefore k 
exempt, but the taxpayer would be assessable in respect of interest 
on the New Guinea mortgages. Medical expenses are not deductible 
for purposes of New South Wales Unemployment Relief and Social 
Services tax. 
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War Savincs CERTIFICATES 
Exemption from Commonwealth Income Tax 

The Commonwealth Inscribed Stock Act 1911-1933 has been 
amended by the addition of the following subsection to S. 52B:— 

“(3) Notwithstanding anything contained in the Taxation of Loans 
Act 1923 or in any other Act, where it is declared, in any prospectus 
relating to the raising of a loan by means of the issue of Treasury 
Bonds known as War Savings Certificates, that the certificates will be 
free of Commonwealth income tax, the interest derived by any person 
in any financial year from those Bonds shall be free, from income tax 
payable under any law of the Commonwealth.” 





WEEKLY Sums ReEceIvep UNverR SICKNEss Po ticy 

The appellant entered into contracts of insurance with two mutual 
insurance societies under which he was entitled to receive certain weekly 
payments in the event of sickness. The contracts provided that he 
should not carry on his profession as a dental surgeon during the 
receipt of payments, and that he must continue to pay the premiums 
half-yearly or yearly, in the one case, and monthly in the other, during 
the receipt of payments under the contracts, and upon failure to make 
these payments, all benefit under the insurance was to cease. In 1931 
he was permanently disabled by accident and was unable to carry on his 
profession, and from that date he received weekly sums of money 
under the two policies. He was assessed to tax in respect of those 
sums on the ground that they were annual payments within the meaning 
of the English Income Tax Act, 1918, Sched. D, Case III, r. 1, which 
provides that tax shall extend, inter alia, to any annuity or other annual 
payment. 

Held by the English High Court :— 

(i) The sums, though payable by a mutual society to a member of 
the society under an individual contract with the society, were 
to be considered on the same basis as similar sums payable under 
a similar contract with a proprietary company, and were taxable 
as annual payments or annuities. 

(ii) The arrangement whereby the benefit of the insurance was 
contingent on the payment of the premiums either yearly or 
half-yearly in the one case and monthly in the other did not 
prevent the sums which he received from being annual payments 
within Sched. D. Case III, r. 1. Forsyth v. Thompson [1940] 
3 All E.R. 465. 


ProFIT ON SALE OF PROPERTY ACQUIRED FOR PURPOSE OF 
RESALE AT A PROFIT 
The appellant company was incorporated in England, and its prin- 
cipal place of business was in that country. It acquired certain mining 
claims in Rhodesia by a contract made in England. Later, it went 
into voluntary liquidation and sold its whole undertaking to another 
company, also incorporated in England, making a profit of £146,000. 
This latter agreement was also made in England. The sole business 
of the appellant company was the purchase and development of 
immovable property in Rhodesia. It was assessed to Southern 
Rhodesian income tax in respect of the sum of £146,000 and contested 
that assessment on the grounds— 
(i) that the amount of £146,000 was of a capital nature, and 
(ii) that it was not received, and did not accrue, from a source with- 
in Southern Rhodesia. 
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The assessment was made under the provisions of the Ordinance of 
Southern Rhodesia (No. 20 of 1918), which provides, inter alia, that 
tax is payable on “the total amount other than receipts proved by the 
taxpayer to be of a capital nature, received by or accrued to or in favour 
of any person in any year .. . from any source within the territory . , , 

Held by the Privy Council (Liquidator, Rhodesia Metals Lid. (ix 
liq.) v Taxes Comr. (Southern Rhodesia) [1940] 3 All E.R. 422) ~ 

(i) The sum of £146,000 was income, and not capital. This is a 
question of fact, found by both courts in South Africa, and 
there was ample evidence to support that finding. “Prima facie, 
the sale by a liquidator of the whole undertaking of a company 
would result in a capital asset, but in view of Hudson, J, 
Rhodesia Metals had acquired the claims as an operation of 
business for the purpose of developing and selling them in 
furtherance of a scheme of profit-making. In the view of the 
judge, the liquidation and the offer of sale by the liquidator 
merely formed part of the original scheme of profit-making, 
and the amended offer of the sale of the whole undertaking 
was, in the circumstances, an immaterial variation of the business 
operation. As seen by Stratford, C.J., it was the culminating 
step in the scheme designed when the claims were bought, and 
was made for the purpose of concluding the operation of profit- 
making which was on hand when the liquidation was commenced. 
There appears to be ample evidence upon which the judges in 
South Africa could come to the conclusion which they reached 
on this issue, and on this point the appeal must fail,” at p. 425. 
The sum was received from a source within Southern Rhodesia 
—namely, the mining claims which the company had acquired 
and developed there. “Their Lordships find themselves dealing 
with a case where the sole business operation of an English 
company is the purchase of immovable property in Souther 
Rhodesia and its development in that territory for purposes of 
transfer in that territory at a profitable price. The company 
never adventured any part of its capital except on that or those 
immovables. As a hard matter of fact, the only proper con- 
clusion appears to be that the company received the sum in 
question from a source within the territory—namely, the mining 
claims which they had acquired and developed there for the 
very purpose of obtaining the particular receipt,” at pp. 426-7. 





CALCULATION OF RATE OF TAX UNDER QUEENSLAND ACT 
Where casual profit and premium on lease included tn assessable income 

The following problem has been submitted to the Queensland Com- 
missioner of Taxes :-— 

Queensland Income Tax Assessment Act——Section 31 (7) (b) 
Property Income .. .. - -- £00 
Casual Profit—Real Property "(Property held 3 ) years) 90 
Premium on Lease (Lease 6 years to run) .. .. . 90 

— £48 
EE: 05 6st aa ne ns HA ke ede 132 
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For Rate Purposes (applying first Section 31 (7) (a) (ut)) 
ran a ae ee 
PM oo ae wie! Sk eka we me am 90 

390 

r 

3 
Less Allowance A/c Wife and Child .. 


Less Statutory Exemption .. 


Applying 31 (7) (b) (%) 


Deduct Premiums on Lease .. 


90 
Add 1 


‘% of 


Income for Rate Purposes .. 


If there were no casual profit but the total property income was £390 
in addition to the lease premium of £90 would the following be correct? 
OR wk bb on 6 oe oe eM Ke ee ae te 


MM 0 ee ek ee ee ee oe 90 


132 
30 


Income for Rate Purposes .. .. . : o oe os £162 

If, after applying S. 31 (7) (a) (iii), the ents h 1d aa nil, instead 
of £147 as illustrated above, what would be the taxable income for 
rate purposes ? 


The Commissioner has replied as follows :— 

The examples set out in your letter are correct, and in regard to the 
query raised in the final paragraph thereof as to what would be the 
taxable income for rate purposes, if after the application of the 
provisions of Section 31 (7) (a) (iii) in the first example, the result 
had been nil, instead of £147, I have to advise that the taxable income 
for rate purposes would be £1. 

As in the examples quoted by you the taxable income included a 
lease premium as well as a casual profit, then in order to ascertain 
the taxable income for rate purposes, it is first necessary to, revert to 
the provisions of Section 31 (7) (a) (iii), and then to apply the 
provisions of Section 31 (7) (b) (ii). 

A reference to these provisions of the Act will show that the taxable 
income for rate purposes must be £1 at least. That is, intsead of nil 
in place of £147, such an amount which, when divided by one twenty- 
fourth of the number of complete months in the term of the lease (in 
the example 1/24th of 72 = 3), will give a taxable income of £1. 
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Commonwealth Income Tax on Individuals 


The following is an extract from the Commonwealth Treasurer's 
second reading speech on the 1940 income tax rates, which, in view of 
the rapidly increasing war expenditure, will have to be revised :— 

“The powers of the Commonwealth and the States are concurrent 


in respect to direct taxation, but in practice the States are toa§ 


substantial extent dependent on the income tax for their financial 
solvency. This means in practice that the Commonwealth must take 
State taxation into account when imposing its own income tax. As the 
Commonwealth cannot discriminate between States in respect to 
taxation, it follows that the Commonwealth must take the taxation of 
the highest taxing State into account when imposing an income tax for 
the whole of the Commonwealth. Further, it must do this for every 
level of income, so that one State may (and does) set the limit for the 
Commonwealth over one range of incomes and another State over 
another range of incomes. If State taxation was moderately uniform 
this would not matter much. But the highest State rates are two and 
three times the lowest State rates, with the consequence that a good deal 
of taxable capacity is untapped, and cannot be tapped by the Common- 
wealth. This practical limitation of Federal income taxation causes 
difficulties at present but not of a serious order. If the financial strain 
of the war increases greatly, the difficulties may become so serious as 
to require a reconsideration of these conventional limits to Common- 
wealth taxation, and, consequently, of all the financial relations of 
Commonwealth and States. 

“There is another point of interest in connection with State taxation. 
The practice has been for the Commonwealth to exempt from taxation 
the amount of income tax paid in the variable State taxation, while the 
States make no abatement for the uniform Commonwealth taxation. 
This appears anomalous in principle, and is, in fact, a heritage from 
the days when the Commonwealth entered the field of income taxation, 
which hitherto had been left entirely to the States. The practical results 
are still more anomalous. The Commonwealth imposes nominally a 
uniform rate of tax at each level of income in all States. With the 
allowance of State taxation, an income of £10,000 pays at present in 
Federal income tax £1,013 if it is a Queensland income and £1,933, or 
nearly double, if the income is earned in Victoria. This obvious anomaly 
raises a question which must be faced up to some day, but this is 4 
problem for the future.” 

The Treasurer was referring to the Commonwealth income tax 
payable for the financial year ended June 30, 1940, on a steady income 
of £10,000 from personal exertion derived by an individual without 
dependants. 

The Treasurer, when introducing his Budget in May last for the 
financial year ended June 30, 1941, published a comparison of taxes 
on incomes from personal exertion and property, of which the following 
is an extract :— 

Taxpayer without dependants who derives a steady income from 
property 
NET PROPERTY INCOM: 
£5,000 £10,000 £20,000 £40,000 
Highest State Tax for 1939-1940 ae a £1,335 £3,894 £8,094 £16,494 
Lowest State Tax for 1939-1940 (Victoria) . 889 2070 4,139 8278 














Difference (1) .. .. .. 2+ ee ee ce ce oe e+ _ 4446 __ £1,824 _ £3,955 _ £8,218 £8,216 








Victori 
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NET PROPERTY INCOME 
£5,000 £10,000 £20,000 £40,000 








Commonwealth Tax for 1940-1941 (passed 
May, 1940) after allowing Queensland State 
Tax as a deduction .. £822 «£1,916 £4,526 £9,746 
Commonwealth Tax for 1940-1941 after allow- 
ing Victorian State Tax as a deduction .. .. 1,017 2,737 6,306 13,444 


| Difference (2) . rae al cose ee ee £195 £821 £1,780__ £3,698 


Total of Commonwealth 1940-1941 Tax and 
Queensland 1939-1940 Tax .. £2,157 £5,810 £12,620 £26240 
Total of Commonwealth 1940- 1941 Tax "and 
Victorian 1939-1940 Tax .. .. .. ~~ Las 4,807 10,445 21,722 


pemence (19—(Z) .. 5. co cc 0s 20 ce oe fee I 6 




















The above calculations are inaccurate in that they overlook the fact 
that— 

(a) Victorian unemployment relief tax paid by the taxpayer in the 
year of income is an allowable deduction for purposes of 
Victorian ordinary income tax, special income tax and unemploy- 
ment relief tax. 

(b) Queensland unemployment relief tax (now State development 
tax) is an allowable deduction for purposes of Queensland 
ordinary income tax. 

With regard to (b), S. 29 (18) (a) (i) of the Queensland Income 
Tax Assessment Act permits a deduction of “Income (Unemployment 
Relief) Tax.” The Act has not yet been amended to allow a deduction 
of the successor to the unemployment relief tax, but in practice the 
Queensland Commissioner allows a deduction of income (State develop- 
ment) tax, vide item No. 12 of the Queensland form of return. 

I have, therefore, recalculated the Commonwealth, Victorian and 
Queensland income taxes on steady property incomes of £10,000 and 
120,000, incorporating the concessions referred to above :— 


Commonwealth and Victorian Taxes 


£10,000 steady net income from rents and mortgage interest derived 
ty taxpayer without dependants. 
Victorian Unemployment Relief Tax To nearest £ 
Net Income .. .. . £10,000 
Less Victorian Unemploy ment Relief Tax (say) 340 


£9,660 
— 


Tax on £9,660 at 68/1 per £100 .. .. 2. 2. 20 ce ce oe 
Victorian Special Income Tax 

Tax on £9,660 (as above) at 12/6 per £100 .. .. .. .. 
Victorian State Income Tax 

Tax on £9,660 at 39-524d. in the £ .. 


Total Victorian taxes (1939-1940) .. .. 
Commonwealth Income Tax Lieaes 1941) 

Net income... .. . 

Deduct Victorian taxes | Sar Mee edited iste ae new atte ala ae 


CE oc eal ie ae lew Gal sis ae 


Zee om GO00) ot G14. im £ ww 2c cs ce oe 
Tax on £3,820 at 108d. in £ .. .. .. .. .. «- 


Total Commonwealth and Victorian taxes .. 
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£20,000 steady net income from rents and mortgage interest derived 
by taxpayer without dependants. 


Victorian Unemployment Relief Tax 
Og IS re ee eee a 
Less Victorian Unemployment Relief Tax (say) 681 
£19,319. 
Tax on £19,319 at 68/1 per £100 .. .. 


Victorian Special Income Tax 
Tax on £19,319 (as above) at 12/6 per £100 .. .. .. .. 


Victorian State Income Tax 
ee ee ND nc aa 0 o oe 40 an 00 oe HO. oe 


Total Victorian taxes (1939-1940) .. .. .. .. «2. 


Commonwealth Income Tax 


CO Se ee 
Deduct Victorian taxes .. 


NN BE a a ere ae 


Tax on £4,200 at Gld. im € .. 0. 6. 2c 00 oe 
Tax on £11,802 at 1064. in £ .. .. .. «2 «. 
6,379 


Total Commonwealth and Victorian taxes .. .. .. .. .. .. .- £10,377 


Commonwealth and Queensland Taxes 


£10,000 steady net income from rents and mortgage interest derived by 

taxpayer without dependants :— 
Queensland State Development Tax To nearest f 

I le ee gs ns ew de x ee Os £375 
Queensland Ordinary Income Tax 

oe ee ee 

Deduct: State Development Tax .. 

Taxable Income .. 


Tease om SAGO at S40. te € ww 2. nc ce ce ce te 
‘eek eee Bae OE GE, OE nw 5k ke kw ve ce oe 


£9,625 


er ee GO, ss ck kk oe. on Ke oe 0 


Additional Tax—274 per cent .. .. .. .. .. 


Total Queensland taxes (1939-1940) .. .... 6. 6. ce ee ee ee ee 


Commonwealth Income Tax (1940-1941) 


RS ee og am 
Deduct: Queensland Taxes 


Taxable Income .. .. .. 


Tax on £4,200 at 6ld.in£.. .. .. .. ce os oe 
ce oe ek er er 


Total Commonwealth and Queensland Taxes 





THE AUSTRALIAN ACCOUNTANT 219 


£20,000 steady net income from rents and mortgage interest derived 
by taxpayer without dependants :— 


Queensland State Development Tax To nearest £ 
£20,000 at 9d. in £.. .. eee ee ee £750 
Queensland Ordinary Income Tax 
Net Income .. . aes 
Deduct: State Development ‘Tax soa 


I I ak ak ee me eR ee 


Tax om GRG00 at S04. ef nw .. 20 nc ce ce oe £1,800 
pa poe. Fe tS eee = 2,812 


£4,612 
Super Tax—20 per Sn oe eka ae ta hee Mk 922 


£5,534 
Additional Tax—274 per cent. .. .. .. .. .. .. 1,522 


Total Queensland Taxes (1939-1940) .. .. 
Commonwealth Income Tax (1940- _) 


Net Income .. . ; 
Deduct : Queensland “Taxes .. 


Taxable Income .. 


Tax on £4,200 at 61d. in Zé .. 
Tax on 7,994 at 108d. in ~ .. 


Total Commonwealth and Queensland Taxes 


The Commonwealth Treasurer’s Table will, therefore, have to be 
recast as follows :— 
NET PROPERTY INCOME 


£10,000 


Highest State Tax for 1939-1940 (Queensland) .. .. .. 3,750 
Lowest State Tax for 1939-1940 (Victoria) .. .. .. 1,980 








SE MEE nic 26 Kb Kb a6 cn-5e) ee eb ake. 


Commonwealth Tax for 1940-1941 after allowing Queens- 

land State Tax as a deduction .. . £1,990 £4,665 
Commonwealth Tax for 1940-1941 after allowing Victorian 

State Tax as a deduction .. .. .. .. .. a aude 2,787 6,379 





es ee er __ £797 £1,714 


Total of Commonwealth 1940-1941 Tax and ‘ieieadl 

1939-1940 Tax .. £5,740 £12,471 
Total of Commonwealth 1940-1941 Tax ‘and Victorian 

1939-1940 Tax .. .. ams 4,767 10,377 





ee | eee __ £973 _£2,094 


From the viewpoint of the individual taxpayer it matters little how 
the taxgatherers divide the spoils. So far as he is concerned, the burden 
of income taxation must be measured according to the total of his 
Commonwealth and State assessments. 

From the viewpoint of the taxgatherer the position is quite different. 
The States’ field of indirect taxation is extremely limited. They may 
not levy on excise or customs duty. Moreover. the States cannot, under 
the guise of income taxation, pass laws dealing with those subjects 


(AG. for N.S.W.v. Homebush Flour Mills Ltd. (1936-37) 56 C.L.R. 





220 THE AUSTRALIAN ACCOUNTANT DEC. 


390). In short, as the Commonwealth Treasurer pointed out, the 
States are dependent on the income tax for their financial solvency. 

Queensland may argue that a State with a large partially developed 
area and a relatively sparse population inevitably must impose a greater 
income tax than Victoria, with its greater developed resources and 
relatively dense population. Again, Queensland may have more liberal 
ideas than some of the other States as to working conditions and the 
amount to be spent on the aged, the sick and the unemployed. 

Victoria may retaliate by stating that high taxes go hand in hand 
with bad government. A sparsely populated State should lower its tax 
in order to attract enterprise to develop the State. 

However great may be the varying needs and wants of the States, the 
need of the Commonwealth is now paramount. There is a fairly general 
feeling that the Commonwealth Government should not be fettered in 
its tremendous task by being obliged to refrain from taxing the many 
rich men in Victoria and elsewhere because, of the risk of unduly taxing 
a few rich men in Queensland. 

I say a “few rich men in Queensland” because I believe the incomes 
of £10,000, £20,000 and £40,000 derived by an individual from Queens- 
land rents and mortgage interest are almost as mythical as the unicorn. 
In the first place the owner of any of such Queensland incomes would 
be almost certain to transfer his assets to a company. The basic 
principle of the Queensland Act is to levy tax on companies at rates 
of tax which vary with the percentage which the profits of the company 
bear to its capital invested in assets used in the production of assessable 
income. In the case of a property company of this class the percentage 
of profits to capital is likely to be small, say between 6 and 7 per cent. 
on which the Queensland company rate of tax is 24d. in the £ plus a 
super tax of 20 per cent., making a total rate of 28-8d. in the £ 
Dividends are exempt from Queensland income tax, (S. 13 (16)— 
Assessment Act), but are brought to account for the purpose of deter- 
mining the rate of tax to be applied to the shareholder’s other income 
(S. 7—Rates Act). For Commonwealth purposes, a private investment 
company would be in much the same position as an individual who 
derived a large income from rents and mortgage interest. 

In order to make a more practical comparison between Victoria and 
Queensland the following incomes have been chosen :— 


Income from mortgage interest .. .. £3,334 £6,667 
Dividends .... .. — ea £6,667 
Commonwealth Loan ‘Interest ae £6,666 


£10,000 £20,000 


————— 


The Commonwealth Loan Interest shown above is not subject to 
State taxes, and the Commonwealth income tax is limited to the 
1930-31 rates. 


Commonwealth and Victorian Taxes 


Property Income, £10,000 - vigianteaiiids os 


Mortgage interest .. .. .. , oe ae £3,334 
Dividends .. .. . at me Eee ee er he 3,333 
Commonwealth Loan interest eae anes aie ee 3,333 


£10,000 


==—=—_—_—_=m 
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Victorian Unemployment Relief Tax: 
Net Income from mortgage (interest and dividends) 
Less Unemployment Relief Tax (say) ew. 


Taxable Income .. .. . 


Tax on £6,400 at 68/ld. | per £100 . 


Victorian Special Income Tax on £6,440 - above) 
oS See er Oe eee 
Victorian State Income Tax: 
Net Income from mortgage interest .. .. .. .. .. .. 
Less Unemployment Relief Tax (say) .. . 


Taxable Income .. .. 


Tax on £3,107 at 27-6996d. in £ . 


Total Victorian taxes .. 


N.B.—Commonwealth Loan interest is not 4 to 
Victorian taxes. Dividends are subject to Unem- 
ployment Relief Tax and Special Income Tax only. 


Commonwealth Income Tax (1940-41) : 
Commonwealth 
Mortgage Loan 
Interest Dividends Interest Total 
Net Income .. .. .. .. £3,334 £3,333 £3,333 £10,000 
Deduct Victorian taxes 488 130 — 618 


Taxable Income .. .. £2,846 846 £3,203 203 £3,333 333 £9,382 382 





Tax on £6,049 (mortgage interest and dividends) a at 
1940-41 rate on £9,382 (total taxable Income) 
—86:9571d. in £ . 

Tax on £3,333 (Commonwealth Loan interest) at 
1930-31 rate on £9,382—70-55936d. in £ . a 


Rebate on dividends—£3,203 at 2/- in £ .. 
2,852 


Total Commonwealth and Victorian taxes .. .. .. .. £3.469 
—=—J 


Property Income, £20,000 (no dependants) :— 
Mortgage interest 


Dividends .. a ee 
Commonwealth Loan interest - 


Victorian Unemployment Relief Tax: 
Net Income from mortgage (interest and dividends) 
Less Unemployment Relief Tax (say) .. ae 


Taxable Income .. 


Tax on £12,880 at 68/14. per £100 .. 


Victorian Special Income Tax on £12,880 ag above) 
at 12/6d. per £100 . ‘ 

Victorian State Income Tax: 
Net Income from mortgage interest .. 
Less Unemployment Relief Tax (say) 


Taxable Income .. ee ee 
Tax on £6,213 at 34-6982d. in # .. .. .. .. 2... 898 


Total Victorian taxes (1939-40) .. .. .. .. .. .. £1,417 
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Commonwealth Income Tax (1940-41): 
Commonwealth 
Mortgage Loan 
Interest Dividends Interest Total 
Net Income .. .. .. £6,667 £6,667 £6,666 £20,000 
Deduct Victorian taxes 1,157 260 — 1,417 


Taxable Income .. .. £5,510 £6,407 £6,666 £18,583 








Tax on £11,917 (mortgage interest and dividends) at 
1940-41 rate on £18,583 (total taxable Income) 
—97-3773d. in £ .. . “— £4,835 
Tax on £6,666 (Commonwealth Loan ‘interest) at 
1930-31 rate of £18,583—79-8998d. in £ .. .. 2,219 
£7,054 
Rebate on dividends—#£6,407 at 2/- in £ .. 640 


Total Commonwealth and Victorian taxes .. .. .. .. 


Commonwealth and Queensland Taxes 


Property Income, £10,000 - —— -- 


Mortgage interest .. .. .. os £3,334 
Dividends .. .. . ee sae Cg oe 3,333 
Commonwealth Loan fnterest OO eae Oe: aE 3,333 


£10,000 


Queensland Development Tax: 


On £3,334 (net income from mortgage interest) 
>  } eee a alte, Muelle ais ake es es 


Queensland Income Tax: 
Net Income from mortgage interest 
Less State Development tax .. 


Taxable Income .. .. .. .. 


Tax om £3,009 at 45:2508. tm € nw 25 oc cc ce 00 00 
(Rate applicable to £6542 :— 
Net income from mortgage in- 
terest and dividends .. 
Less State Development Tax .. 


Super Tax—20 per cent. .. 
Additional Tax—274 per cent... .. .. .. 1... wee. 


Total Queensland taxes .. .. .. .. .. .. 


Commonwealth Income Tax: 
Commonwealth 
Mortgage Loan 
Interest Dividends Interest Total 
Net Income .. .. .. .. £3,334 £3,333 £3,333 £10,000 
Deduct Queensland taxes 1,051 — — 1,051 





Taxable Income .. .. £2,283 £3, 333 £3,333 £8,949 
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Tax on £5,616 (mortgage interest and dividends) at 
1940-41 rate on £8,949 (total taxable income)— 
I I ee ee £2,011 
Tax on £3,333 (Commonwealth Loan interest) at 
1930-31 rate on £8,949—69-64656d. in £ .. .. 967 


£2,978 
Rebate on dividends—£3,333 at 2/- in £ .. .. .. .. 333 


Total Commonwealth and Queensland taxes 


Property Income, £20,000 (no dependants) :— 
Mortgage interest .. 


Na ee a ee he ee 
Commonwealth Loan interest .. .. .. .. .. 1. 1. ee 


Queensland Development Tax: 
On £6,667 (net income from mortgage interest) 
NTE 5.2 coitus EG) war dlp Jes Wh SOK Rw see 
Queensland Income Tax: 
Net Income from mortgage interest .. .. .. .. .. £6,667 
Less State Development Tax ... .. 2. cc 0 oe ve 250 


Taxable Income .. .. .. .. ee: cei acces aie eee Sea £6,417 


ce pe ae ea re £1,506 
(Rate applicable to £13,084 :— 
Net income from mortgage in- 
terest and dividends .. .. .. 
Less State Development Tax .. 


£8,000 at 54d. = £1,800 
5,084 at 60d. = 1,271 


£13,084 £3,071 


Average rate: 56-331d.) 
Super Tax—20 per cent. .. 


Additional Tax—274 per cent. .. 
2,304 


ae ee eee eae £2,554 
Commonwealth Income Tax: 
Commonwealth 


Mortgage Loan 
Interest Dividends Interest Total 


Net income .. .. .. £6,667 £6,667 £6,666 £20,000 
Deduct Queensland taxes 2,554 — — 2,554 





Taxable Income .. .. £4,113 £6,667 £6,666 ~—-£17,446 


Tax on £10,780 (mortgage interest and dividends) at 

1940-41 rate on £17,446 (total taxable income)— 

J Tn eee rere eae £4,343 
Tax on £6,666 (Commonwealth Loan interest) at 


1930-31 rate on £17,446—79-27909d. in £ .. .. .. 2,202 


£6,545 
Rebate on dividends—£6,667 at 2/- in £ .. .. .. 667 


Total Commonwealth and Queensland taxes 
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REVISED 1940-41 BUDGET 


In presenting the revised 1940-41 Budget in November last, the 
Federal Treasurer, Mr. A. W. Fadden, submitted statements show- 
ing, inter alia, the following comparisons :— 

Taxpayer without dependants Queensland Victoria’ 
Income of £20,000 from Property: 
Federal Tax (proposed) .. .. .. .. .. £5,653 £7,630 
State Tax—1939-40 .. .. .. .. .. .. 8,094 4,139 


£13,747 £11,769 








Income of £10,000 from Property: 
Federal Tax (proposed) .. .. .. .. .. £2,753 £3,665 
State Tax—1939-40 .. .. .. .. .. .. 3,894 2,070 


£6,647 £5,735 


Calculated with full allowance for all the factors involved, the 
comparison would be :— 








Commonwealth and Victorian Taxes 


£10,000 steady net income from rents and mortgage interest derived 
by taxpayer without dependants :— 
Victorian Unemployment Relief Tax: To nearest £ 
Net Income .. . £10,000 
Less Victorian Unemployment Relief Tax (say) 289 


971 


Tax on £9,711 at 68/ld. per £100 less 15 per cent. .. 
Victorian Special Income Tax: 

Tax on £9,711 (as above) at 12/6d. per £100 
Victorian State Income Tax: 

Tax on £9,711 at 39-5866d. in £ .. 


Total Victorian taxes (1940-41) 


Commonwealth Income Tax ere 1941) : 
Net Income .. .. 
Deduct Victorian taxes 


Taxable Income .. 


Tax on £1,200 at 60d. in £ . 
Tax on £6,857 at 120d. in £. 
3,728 


Total Commonwealth and Victorian taxes .. .. £5,671 


£20,000 steady net income from rents and mortgage interest derived 
by taxpayer without dependants. 
Victorian Unemployment Relief Tax: 


Net Income .. .. 
Less Victorian Unemployment ‘Relief Tax (say) 


Tax on £19,421 at 68/ld. per £100 less 15 per cent. .. 
Victorian Special Income Tax: 

Tax on £19,421 (as above) at 12/6d. per £100 .. 
Victorian State Income Tax: 

Tax on £19,421 at 40d. in £ .. .. 0. 0. we ce ce 


Total Victorian taxes (1940-1941) .. .. .. .. .. 
E 
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Commonwealth Income Tax: 
Net Income .. .. eS ee ee ae ee 
Deduct Victorian taxes Rea ae lanes tae nee 
Taxable Income 


7a a ee es OE ns oe ok xo 00 0 
2am Ge Beam OE Bees. ME nw 2. 2c ce ce 


Total Commonwealth and Victorian Taxes .. .. 


Commonwealth and Queensland Taxes 


£10,000 steady net income from rents and mortgage interest derived 
by taxpayer without dependants :— 
Queensland State — Tax: To nearest £ 
£10,000 at 9d. ' we £375 
Queensland re Income Tax: 
Net Income .. : 
Deduct: State Development Tax 


Taxable Income .. 


Tax on £8,000 at 54d. in £ .. 
Tax on £1,625 at 60d. in £ .. 


£9,625 
Super Tax—20 per cent. 


Additional Tax—274 per cent. 


Total Queensland taxes (1939-1940) .. 
Commonwealth Income Tax _— 1941) : 
Net Income .. .. us .. .. £10,000 
Deduct: Queensland taxes eA a at 3,750 
£6,250 


Taxable Income 


Tax on £1,200 at 60d. in £ .. 


Tax on £5,050 at 120d. in £ 
2,825 


Total Commonwealth and Queensland taxes .. .. £6,575 


£20,000 steady net income from rents and mortgage interest derived 
by taxpayer without dependants. 
Queensland State Development Tax: To nearest € 
Fk | Oe eae eee £750 


Queensland Ordinary Income Tax: 
Net Income 
Deduct: State Development Tax 


Taxable Income 


ee a ee ee ee, Oe Sk te kk uk te Ss te £1,800 
eee Gey Bee Oe Ge. OE Ew. nc ne ce ne 2 os 2,812 


£19,250 £4,612 
Super Tax—20 per cent. .. .. .. .. .. .. .. 922 


£5,534 
Additional —Tax—274 per cent. .. .. .. .. .. .. 1,522 
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Total Queensland taxes (1939-1940) .. 
Commonwealth Income Tax sacieninashaade 

Net Income .. . ; 2 ox 

Deduct : Queensland taxes a la tee ee 


Teme TD nw ok ee cs 40 ce oe 
Ter oe Gi at 6, fee jw nc. ce oe te os £300 


Tax om £00996 at 1904. im € .. 5. 2k ce ce oe 5,497 
— 5,797 


Total Commonwealth and Queensland taxes .. £13.603 


— 
The Commonwealth Treasurer’s Table will, therefore, have to be 


recast as follows :— 
NET PROPERTY INCOME 


£10,000 £20,000 








Highest State Tax for 1939-1940 (Queensland) .. .. £3,750 £7,806 
Lowest State Tax for 1940-1941 (Victoria) .. .. .. .. 1,943 3,920 


£1,807 £3,886 





Difference (1) des (ee TE a) ace ee ie 
Commonwealth Tax for 1940-1941 after allowing 
Queensland State Tax as a deduction .. . £2,825 £5,797 
Commonwealth Tax for 1940-1941 after allowing Vic- 
torian State Tax as a deduction .. .. 3,728 7,740 


ESS ee ee ee £1,943 











Total of Commonwealth 1940-1941 Tax and Queensland 
1939-1940 Tax . £6,575 £13,€03 


Total of Commonwealth 1940-1941 Tax and Victorian 
1940-1941 Tax .. .. 5,671 11,660 
I SOMME: oe ie nt we we. ale le ee Oe £904 £1,943 
Notwithstanding the considerable increase in the 1940-41 Common- 
wealth rates, “practical” incomes of £10,000 and £20,000 derived from 
Victorian and Queensland sources will still pay less than 10/- in £. 








Commonwealth and Victorian Taxes 


Property income, £10,000 and named -- 
Mortgage interest .. .. .. ae £3,334 


Dividends .. .. sacra lintel aca sai eatin tl 3,333 
Commonwealth Loan interest .. ee orn 3: 


Victorian Unemployment Relief Tax: 
Net Income from mortgage (interest and dividends) 
Less Unemployment Relief Tax (say) ae 


Taxable Income .. 


Tax on £6474 at 68/14. per “£100 a 15 5 per cent. 
Victorian Special Income Tax: 

On £6,474 (as above) at 12/6d. per £100 . 
Victorian State Income Tax: 

Net Income from mortgage interest .. 

Less Unemployment Relief Tax (say) 


Taxable Income .. gts 4 Be 
Tax on £3,141 at 27- 748d. ms .. 


Total Victorian taxes .. .. 

N.B. Commonwealth Loan interest is ‘not subject to Vic- 
torian taxes. Dividends are subject to Unemployment 
Relief Tax and Special Income Tax only. 
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Commonwealth Income Tax (1940-41): 


Commonwealth 


Mortgage Loan 

Interest Dividends Interest 
Net income .. .. .. .. £3,334 £3,333 £3,333 
Deduct Victorian taxes 477 114 — 


Total 


£10,000 
591 





Taxable Income .. .. £2,857 £3,219 £3,333 


£9,409 











Tax on £6,076 (mortgage interest and dividends) at 
1940-41 rate of £9,409 (total taxable income)— 
105-696d. in £ .. : 

Tax on £3,333 (Commonwealth ‘Loan interest) at 
1930-31 rate on £9,409—70-61346d. in £ . oe 


Rebate on dividends—Nil 


Total Commonwealth and Victorian taxes .. 


Property income, £20,000 (no ene — 


Mortgage interest . 
Dividends .. .. ; 
Commonwealth Loan interest. 


Victorian Unemployment Relief Tax: 
Net Income from mortgage interest and dividends 
Less Unemployment Relief Tax (say) - 


Taxable Income .. 


Tax on £12,948 at 68/1d. per £100 less 15 per cent. .. 


Victorian Special Income Tax: 
On £12,948 (as above) at 12/6d. per £100 .. 
Victorian State Income Tax: 
Net Income from mortgage interest .. .. .. .. .. .. 
Less Unemployment Relief Tax (say) 


Taxable Income .. 
Tax on £6,281 at 34:7234d. in £ .. 


Total Victorian taxes (1939-40) .. .. .. .. .. we. 
Commonwealth Income Tax (1940-41) : 


£2,676 
981 


£3,657 


Commonwealth 


Mortgage Loan 
Interest Dividends Interest 


Net Income .. .. .. .. £6,667 £6,667 £6,666 
Deduct Victorian taxes 1,137 228 — 


Total 


£20,000 
1,365 





Taxable Income .. .. £5,530 £6,439 £6,666 


£18,635 








Tax on £11,969 (mortgage interest and dividends) at 
1940-41 rate on £18,635 (total taxable income)— 
116-1363d. in £ .. .. 

Tax on £6,666 (Commonwealth Loan interest) at 
1930-31 rate on £18,635—79-92638d. in £ . es 


Rebate on dividends—Nil 


Total Commonwealth and Victorian taxes .. .. .. .. 


£5,792 
2,220 


£8,012 
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Commonwealth and Queensland Taxes 


Property income, £10,000 ae ennai — 


Mortgage interest .. .. .. 
Dividends .. .. . Lae ya 
Commonwealth Loan interest ae 


Queensland Development Tax: 
On £3,334 (net income from srtiaecagtl wapeene 
at 9d. in £ . i eeuae" ad ; 
Queensland Income Tax: 
Net Income from mortgage interest .. .. .. .. 
Less State Development Tax .. .. .. .. .. .. .... 


Taxable Income .. 


Tax on £3,209 at 45-252d. in £ . 
(Rate applicable to £6, 542 :— 
Net income from mortgage in- 
terest and dividend : 
Less State Development Tax 


Super Tax—20 per cent. .. 


Additional Tax—274 per cent. .. 
926 


I PAN gn. kn. nk. co 6S en £1,051 
Commonwealth Income Tax: 
Commonwealth 
Mortgage Loan 
Interest. Dividends. Interest. Total. 
Net income .. .. .. .. £3,334 £3,333 £3,333 £10,000 
Deduct Queensland taxes 1,051 — — 1,051 


Taxable Income .. .. £2,283 £3,333 £3,333 fa tad 








Tax on £5,616 (mortgage interest and dividends), at 

1940-41 rate on £8,949 (total taxable income)— 

111.95441d. in#.. ... £2,620 
Tax on £3,333 (Commonwealth ‘Loan interest) at 

1930-31 rate on £8,949—69-64656d. in #.. .. .. 967 
Rebate on dividends—Nil 


Total Commonwealth and Queensland taxes .. .. .. 


Property income, £20,000 (no dependants) :— 


Mortgage interest .. 
Dividends .. .. “i 
Commonwealth Loan interest .. 


Queensland Development Tax: 
On £6,667 (net income from mortgage interest) 
EIS eae 6) ge ea aed ee a a le iG. Oe 
Queensland Income Tax: 
Net Income from mortgage interest .. .. .. .. .. .. 
Less State Development Tax .. 


ON ee ee re 
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Tax om BA007 at SE-S00E: Oe & 2. os ca 50 00 ce xe £1,506 
(Rate applicable to £13,084 :— ; 
Net income from mortgage in- 
terest and dividends .. .. .. .. 
Less State Development Tax .. .. 


£8,000 at 54d. = 
5,084 at 60d. = 


£13,084 


Average rate: 56: 331d.) 
i NO a eee eee ee ee 


Additional Tax—274 per cent. .. .. .. .. .. «ses 


Ne SI NE, gg ox, os: ca 65, oe 6. oe 20 oe 
Commonwealth Income Tax: 
Commonwealth 
Mortgage Loan 
Interest. Dividends Intergst Total 
Net Income .. .. .. £6,667 £6,667 £6,666 £20,000 
Deduct Queensland taxes 2,554 — — 2,554 


Taxable Income .. .. £4,113 £6,667 £6,666 £17,446 


Tax on £10,780 (mortgage interest and dividends) at 

1940-41 rate on £17,446 (total taxable income)— 

115-87298d. in £.. . ‘ £5,205 
Tax on £6,666 (Commonwealth Loan interest) at 

1930-31 rate on £17,446—79-27909d. in east 2,202 
Rebate on dividends—Nil —_—- 








Total Commonwealth and Queensland taxes 





ABOLITION OF COMMONWEALTH DIVIDEND REBATES TO INDIVIDUALS 


In his Budget speech, the Comrnonwealth Treasurer said, “It is 
proposed to obtain a further addition to individual income tax by 
abolishing the present rebate of tax in respect to dividends on which 
company taxation has already been paid. A good deal could be said 
in favour of a complete rebate of all company taxation, but considera- 
tions of revenue and of administrative difficulties make that quite out 
of the question at the present time. It is proposed as a war-time 
measure to discontinue the rebate with the hope of reconsidering the 
whole question when the urgencies of war finance are behind us. The 
abolition of the rebate will add £1,700,000 to the collections of individual 
income tax from the proposed scale this year.” 

Clause 4 of the Bill to amend the Commonwealth Income Tax 
Assessment Act, now before Parliament, provides for the omission 
of S. 46 (1) from the Act, and the substitution therefor of the 
following sub-section :— 


“(1) Subject to this section, a shareholder, being a company which 
is a resident, shall be entitled to a rebate in its assessment of 
the amount obtained by applying to that part of the dividends 
included in its taxable income— 

(a) in the case of dividends to which the last preceding 
section apply (sic)— 
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(i) the rate of tax payable by companies for the year 
of tax; or 
(ii) sixteen pence, 
whichever is the less; and 
(b) in any other case—the rate of tax payable by companies 
for the year of tax.” 


Sub-sections (3) and (4) are to be consequentially amended by 
substituting “its” for “his” and “it” for “him,” wherever appearing. 

By the amending Act No. 30 of 1939 non-resident Companies were 
deprived of the rebate in respect of dividends derived by them during 
income year ended June 30, 1939, and subsequent years. It is now 
proposed to abolish the dividend rebate to individuals (whether residents 
or non-residents) in respect of assessable dividends derived by them 
on and after July 1, 1939 (or commencement of substituted accounting 
period). 

Thus, only a resident company will be entitled to a rebate on 
dividends included in its taxable income. With the exception of the 
income referred to in the next paragraph, the rebate will be at the 
same rate as the tax payable by the company for the year of tax. 
This concession is necessary to place taxpayers on an equal footing, 
because dividends often pass through a chain of holding companies 
before they reach the ultimate individual recipient. The effect of the 
new provisions is to tax the operating company on its profits and to 
tax those profits again in the hands of the individual shareholder 
when distributed to him, without any rebate. This is double taxation, 
and to prevent triple taxation or worse companies interposed between 
the operating company and the individual shareholder must receive 
the dividend rebate. 

Section 20 of the Commonwealth Debt Conversion Act, 1931, 
provides that the interest from securities subject to tax shall not be 
subject to Commonwealth income tax to a greater extent than that 
imposed on income derived during income year ended June 30, 1930. 
Section 52B (2) of the Commonwealth Inscribed Stock Act, 1911- 
1932, provides that, if the prospectus so declares, the interest derived 
from Commonwealth loans issued after September 12, 1931, shall 
also be subject to the above concession. The rate of tax payable by 
companies for year of tax 1930-1931, i.e., on income derived during 
year ended June 30, 1930, or substituted accounting period, was 16d 
in £. Thus a company which receives interest on Australian Con- 
solidated Securities, subject to the above concessions, pays tax thereon 
at the company rate for the year of tax, or 16d. in £, whichever is 
the less. Section 45 of the Commonwealth Income Tax Assessment 
Act provides that where a company has derived interest, subject to the 
above concession, and has paid any portion of that income in dividends 
to its shareholders, the proportion of each dividend which has been 
so paid out of such interest shall be free from income tax to the same 
extent as interest to which S. 20 of the Commonwealth Debt Conversion 
Act applies. Thus where a company receives a dividend paid wholly 
or in part out of the abovementioned interest, it is taxable at the 
company rate for the year of tax, or 16d. in £, whichever is the 
less on that whole or part of the dividend which is included in the 
recipient company’s taxable income. The proposed new section 46 
(1) (a) accordingly provides that the recipient company shall receive 
a rebate, in respect of its dividend income subject to the above cot- 
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gssion, at the company rate of tax, or 16d. in £ whichever is the less. 
Thus for 1940-1941 the recipient company will be taxable and rebate- 
able at 16d. in £ on such income, and this position will continue until 
the company rate falls below 16d. in £, when it will be taxable and 
rebateable at the then current company rate. 

It should be observed that but for the proposed abolition of dividend 
rebates to individuals, S. 46 might have required amendment to deal 
with the above position. There is a great difference between the 
1930-1931 rates and the proposed 1940-1941 rates. For example, let 
us assume that an individual taxpayer’s 1930-1931 appropriate rate is 
18d. in £ and his 1940-1941 rate is 40d. in £. The company rate for 
1940-1941 is 24d. If he derives dividends paid partly out of Com- 
monwealth loan interest, subject to the above concession, he will be 
lable to tax on that part at 18d. in £. On the other hand, as S. 46 (1) 
stands at present, he will receive in respect of that part of dividend a 
rebate equivalent to “the rate of tax payable by him on income from 
property, or the rate payable by companies for the year of tax (24d.) 
whichever is the less.” Is the “rate of tax payable by him on income 
from property” 40d. (the general rate) or 18d. (the particular rate 
provided for by S. 45)? In my opinion, he would be entitled to a 
rebate at 24d., i.e., the general company rate (not the special rate of 
léd.), that rate being less than the general property rate, 40d. If I 
am right, the anomaly would have required rectification. 

The abolition of the dividend rebate will cause a substantial increase 
inthe amount of Commonwealth private company tax payable in respect 
of insufficient distribution of income year ended June 30, 1940, and 
subsequent years. 

The proposal to omit the dividend rebate from the Commonwealth 
Act will be strongly criticised by the average stable minded taxpayer 
and the idols of the market places—“double taxation”; “confiscation” ; 
“inequity” will be invoked against it. Macaulay was right when he 
aid, “unjust and absurd taxation to which men are accustomed is 
often borne far more willingly than the most reasonable impost which 
is new.” 

The present generation of taxpayer is accustomed to the dividend 
rebate and has therefore given little thought to its merits and demerits. 
As I have previously pointed out in The Australian Accountant, the 
proposal to abolish the rebate is not entirely without justification :— 

(1) The inequity lies in taxing the company, and this inequity 
cannot be cured by the creation of another inequity, i.e., the 
dividend rebate in its present form. 

(2) The dividend rebate in its present form is inequitable because 
it is not a complete rebate, and thus those with no taxable 
incomes derive no benefit from it. As Miss Jerome would say, 
“the poor have children and the rich get rebates.” 

(3) Preference shareholders do not suffer the double taxation and 
should not in any event receive a rebate. 

(4) The maximum of both equity and simplicity could be achieved 
by allowing a company a deduction of dividends paid, such 
dividends to be taxable without rebate in the hands of the 
shareholders, and by taxing a company’s undistributed profits 
at a high flat rate in the case of public companies or by levying 
private company tax on the whole of the undistributed profits 
of a private company. The needs of the Revenue are too great 
to permit of this reform. 
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INCREASE IN RATES OF COMMONWEALTH INCOME TAx 


The proposed rates of Commonwealth income tax payable by 
individuals on incomes derived during the year ended June 30, 1940, 
have been “more than somewhat” increased. 

First of all, the statutory exemption has been reduced to £150, The 
decreasing £ for £ and vanishing at £300. 

Up to the moment of writing this note the Income Tax Bill for 
year of tax 1940-41 has not been received, but according to the Federal 
Treasurer’s Budget speech the calculation of the new rates is appallingly 
simple. 

For taxable incomes under £300, the rate is 12d. in the £ on personal 
exertion income and 15d. in the £ on income from property. 

For personal exertion incomes between £300 and £1,500 the rate 
can be obtained by multiplying the taxable income by 4 and dividing it 
by 100. For example, the rate on a personal exertion taxable income 
of £721 is 28°84d. in the £ and the Commonwealth income tax payable 
is therefore £86/12/9. 

For property incomes between £300 and £1,200, the rate is obtained 
by multiplying the taxable income by 5 and dividing it by 100. Thus, 
the rate of tax on a property taxable income of £721 is 36-05d. in the 
£, and the tax payable is £108/6/-. 

Where the taxable income from personal exertion exceeds £1,500, 
the tax is 5/- in the £ on the first £1,500 and 10/- in the £ on the 
balance. 


Example: Taxable income from personal exertion £3,750 


£1,500 at 5/- in the £ 
2,250 at 10/- in the £ 


£3,750 at 8/- in the £ 


The Federal Treasurer has suggested the following short cut: 
Subtract £750 from the taxable income and halve the remainder. 
£3,750 — £750 = £3,000. One-half = £1,500. 
Where the taxable income from property exceeds £1,200, the tax is 
5/- in the £ on the first £1,200 and 10/- in the £ on the remainder. 
Example: Taxable income from property, £3,750 
£1,200 at 5/- in the £ = £300 
2,550 at 10/- in the £ = 1,275 
£1,575 


£3,750 at 8/5 in the £ = 


Short cut: Subtract £600 from taxable income and halve the 


remainder. 
£3,750 — £600 = £3,150. One-half = £1,575. 
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The Accountant’s Place in Business 
By A. J. GAIRNS, F.F.1.A., A.A.LS., A.C.A.A. 


Wuat 1s BusINESS? 


juman activities. 

It might well include, for instance, the occupation of soldiery, whose 
‘usiness” is destruction, and the profession of architecture—the 
‘usiness” of building. In no less degree also is the doctor, the farmer, 
wen the preacher, engaged to-day in business—which we might define 
3a commercial activity in which a commodity, a service or a right 
sexchanged for some unit of valuable consideration. To us, however, 
te term “business” in its broadest sense, is synonymous with “com- 
merce” —the great occupation of trading. 

We usually include in a consideration of commerce the following :— 

(a) Primary production, including— 

(i) All production with the aid of the elements and the toil of 
man. 
(ii) Mining operations. 
(iii) Destructive industry, such as timber milling. 

(b) Secondary Industries, under two main headings— 

(i) All production from the raw material to the finished product. 
(ii) Servicing of the finished product from its new state to the 
time of scrapping—known as repair and servicing operations. 


THE SPHERE OF ACCOUNTANCY IN BUSINESS 

We might, with little risk of disagreement, place the profession of 
Accountancy directly below that of management as its correct role in 
he functioning of commercial activity. There have even been claims 
at accountancy has effectively displaced management. Is it realised 
at managerial capacity includes the attainment of such diverse and 
xeuliar qualifications as salesmanship, finance, technical knowledge, 
mganising ability and that elusive quality which we recognise, though 
ve cannot define it, as “business sense”? The purpose of accountancy 
sto provide, on the other hand, a definite specialised service—an expert 
partment in its own particular field and not a control over all the 
actions of business. Accountancy exercises control, certainly, but it 
sfor management to regulate that control and to decide the measures 
or the remedy or alleviation of the conditions exposed. 

Accountancy, of course, cannot take completely to itself the whole 
i the plane immediately below the executive chair. To put it 
lagrammatically, the position would be like this :— 





MANAGEMENT 
I 


I I l 
[FINANCE | [ accountancy | | PRODUCTION | | SELLING | 














The true purpose of accountancy is to present the facts and figures 
lating to the business operations in such a manner that management 
an make an informed judgment regarding any projected move in 
tther the productive, financial, or marketing spheres, or even in 
tgard to managerial matters themselves. 

In this way, accountancy is an indispensable aid to business. 
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THE TENDENCY OF BUSINESS 

It is apparent that the natural economic development of Australian 
business is tending towards a displacement of primary production by 
secondary industry. 

Primary production is so subject to external conditions that to-day 
it flounders in the throes of world-wide over-production. : 

Subsidies to offset a world price far below production cost and 
Government aid should temporarily relieve the position, but we are 
led inevitably to look to the more balanced side of commerce, secondary 
industry. 

Inevitably, accountancy has followed in the train of the development. 

Increased organisation of secondary industry brought mass pro- 
duction, factory organisation and costing problems. Accountancy is 
doing its part to assist management in the control of large-scale 
operations in a most complicated economic environment. 

The larger the scale of operations, the greater will be the difficulties 
of business management, because of the increasing necessity for delega- 
tion of control. Greater skill in the accountancy profession will be 
found as a matter of course. The profession is one that realises probably 
more than any other the need for continual research and post graduate 
study. 

THE CLASSIFICATION OF DATA 

Accountancy deals with the information required by management in 
three main divisions :— 

(A) The historical aspect. 
(B) Present day needs. 
(C) Future planning. 

It covers in its operations all functions from raw material to final 
collection. Some of its work is advising, some controlling and some 
statistical. The accountant is the legal adviser of his business up to 
the point where the lawyer steps in, he follows the product along the 
assembly chain to the point of delivery on the warehouse shelf, then is 
the internal statist as far as business data is concerned regarding 
salesmen, territories, products and departments. 


Historical Data 

To-day historical data no longer predominates in the mind of the 
business man. 

It is merely the termination of the activities of the period. The 
difference between business of the past and present day is that, in the 
former case, the net results of the year’s transactions were accepted 
in the sense that they confirmed the hopes or fears of management with 
regard to the trading and financial operations. 

To-day the trading and profit and loss accounts and the balance sheet 
merely reveal the successful outcome of the planned budgeted schedule 
which was decided upon at the beginning of the period, and amended as 
occasion required during the year. 

In addition, accountancy has learned to read the “facts behind the 
figures.” Such details as the “asset cover” per share and the comparison 
of liquid assets with floating liabilities, are accountancy functions of 
definite practical assistance to management. 


Present Day Needs 
Gone are the days when the management was content to await the 
end of the financial year to ascertain the net results of the period’s 
trading. To-day, the rule, and not the exception, is the monthly profit 
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and loss statement. In most cases this is available without the necessity 
of taking stock by utilising some means to ascertain gross profits. 
Gross profits are calculated by :— 

(a) Taking a percentage of turnover where the gross profit rate 

has been found to be steady. 

(b) Arriving at the exact figure where a costing system is employed 

to give the exact cost of goods sold. 

(c) By calculation from trading figures where a perpetual inventory 

system is installed. 
Expense is divided into three sections :— 

(1) Fixed or prepaid items. 

(2) Semi-fixed expense. 

(3) Variable expense. 

The fixed expense is allocated to each month on a strict time basis 
while the semi-fixed expense is usually the subject of a careful estimate 
tased on past experience—the figure once arrived at being also divided 
into months. 

The variable expense is charged to each period, as, and when 
«curring. By these means, management is presented with a progress 
statement of inestimable value in gauging progress towards the profit 
goal for the period. 

The Budget 

A still further step in business advancement is the advent of the 
budget. It is well to look on the historical records as a means to the 
ultimate end that the management may be kept informed of current 
results and make other arrangements should these results fall short 
of practical ideals. 

The outcome of these arrangements is usually the budget setting 
forth the planned production programme, selling results, gross profits, 
anticipated expenses, and the figure aimed at as net profit for the 
period. 

It must be emphasised that this planned programme must not be 
drawn up on unpractical or guesswork methods. Past records, seasonal 
prospects, overseas developments and a reference to quotas for terri- 
tories, salesmen and departments must be utilised in arriving at a 
scientific basis for budgeting. 

Furthermore, a budget must never be “fixed” in the sense that the 
results aimed at are not to be amended in the light of new conditions. 
To the contrary, as month by month passes, and assisted by the profit 
statements before mentioned, management must face the facts revealed 
ad amend the budget figures accordingly. 


THe Score or ASSISTANCE 

McKinsley in his “Managerial Accountancy” says :— 

“Business administration under modern conditions is a problem of 
uch complexity that it can be effectively studied only when it is 
analysed into its elements.” 

His analysis of the elements of business is :— 

1. The establishment of policies. 

2. The planning and setting up of an organisation for the carrying 

out of these policies. 

3. The operating or running of the organisation thus set up that 

is a study of— 
(a) Policies. 
(b) Organisation. 
(c) Procedure. 
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It might be said that accountancy is an aid to business in each and 
all of these functions. 

With regard to policy, the sections of accountancy dealing with 
costing, statistics and budgeting, will provide complete assistance jn 
establishing a policy as to whether activities will extend in — 

(a) Retail or wholesale markets. 

(b) Manufacturing or marketing operations. 

(c) In a local or extended franchise. 

(d) Subject to centralised or branch control. 

Organisation is of course of vital importance and it is here that the 
aid of accountancy is most evident. In warfare, it is said that “a 
battle is won before it is commenced,” for such elements as transport 
and equipment are paramount, if backed by perfect organisation and 
control, and it is the side which looks to these details and whose tactics 
are more correct which must win the day. 

In business there is an expression “routing” which I like to apply 
to organisation. It actually refers to the system by which correspondence 
reaches the proper person who is qualified to deal with it—in other 
words, efficient, speedy and correct transfer of the proper information 
to the proper person or department at the proper time. These words 
describe the perfect system of organisation. Let us take one instance 
only—that is the selection, by the accountant, of the system of book- 
keeping he will adopt in his establishment. Much has been written 
on this subject, but a few words will suffice to convince that accountancy, 
in this detail only, is an immense aid to business generally. 

The accountant must study the business structure to consider his 
mode of procedure. A manufacturing concern must involve a con- 
sideration of costing, including organisation of timekeeping, materials 
control and expense allocation. A repair shop must have job costing 
facilities, sometimes a departmental dissection and proper control of 
plant and fittings, particularly with regard to depreciation, replacements 
and repairs. Always in any business, regard must be paid to the 
requirements of the Income Tax and Sales Tax Commissioners and, in 
addition, the internal requirements of management who may require 
monthly statements of profit and loss, departmental overhead statements 
or perhaps a complete system of cost accounts. After taking these 
matters into consideration, the accountant arranges his system and plans 
out his organisation. It may readily be seen that the second element 
of business can best be considered, and its difficulties overcome, by 
consultation with the accountancy officials who are best qualified in this 
connection. 

As far as procedure is concerned, little more need be said than that 
in every activity and every major decision, except actual technical 
details involving other specialist departments, accountancy must be 
called in, in a consultative, controlling, or administrative capacity. 


ORGANISATION OF ACCOUNTANCY TO Give Errective AID 


All accounting records are divided into two classes :— 
1. Accounting data. 
2. Statistical data. 

In dealing with the first class, we shall attempt to follow through 
a consideration of the organisation necessary in order that the functions 
of same shall be co-ordinated with a view to giving more complete and 
effective aid to business. 
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Accountancy Control 

Who shall supervise and control the accountancy functions bearing 
in mind always that management must be paramount with accountancy 
ocupying its role of a specialist department? In some businesses, the 
Secretary carries out a control of accounting work. He is often appointed 
the Public Officer, as required by the Taxation departments, and in 
view of the executive capacity demanded by these two allied duties, he 
carries with them authority in the accountancy sphere. This is not 
altogether satisfactory to-day. Secretarial duties are becoming most 
involved, especially with a development of joint stock companies, and 
the merging of the two sections is not in the interests of business 
generally. Thus the Secretary and the Accountant are mostly two 
separate officials and their departments accordingly dissected. Further- 
more, owing to the employment of many accountants, each an expert in 
a particular sub-section of the profession, such as costing, company or 
finance, the head of the department is often known as the Chief 


Accountant. og 
~ Centralisation of Control 


The present tendency is distinctly for the centralisation of the 
accountancy control to be in the general offices of the company rather 
than to be spread over several branches or departments. The words 
“Head Office” are more noticed and a central staff, with the capacity 
to amalgamate the subsidiary data, is prominent in many organisations. 
The advantages may be briefly noted :— 

(a) All important records are at hand in the central office and can 
thus be brought under the direct supervision of the Chief 
Accountant. 

(b) This promotes accuracy and efficiency. 

(c) As a result of centralised control, the volume of work becomes 
sufficient for the employment of more efficient employees. One 
high grade man, such as a cost accountant, can be employed 
whereas it would not be practicable to employ a cost accountant 
at each branch. 

(d) A division of labour is now possible which was not practicable 
before. It will usually be found where two or three branches 
are maintained, each keeping their own accounting records, that 
one or two men carry out all details. Under centralised control, 
sections are provided for purchasing, costing, factory, branches 
and many cthers. 

It is worth noticing, of course, that the apparent disadvantages of 
this control must be obviated. For instance, care must be exercised 
toenable records to be available and easily accessible to branch managers 
who otherwise would have these matters at their finger tips. It has 
been said, too, that vouchers summarised at their place of expenditure 
are more satisfactory than if this detail is carried out at a central office. 


The Duties of the Chief Accountant 

He must, first and foremost, supervise the accounting work of the 
company. He is personally responsible to management for :— 

1. The accounting reports required by executives. 

2. A classification of accounts to present a proper framework for 

securing the above information. 

3. A system of records to serve as posting mediums to the accounts. 

4. Standardised voucher and other forms for summarising details. 

In short, the Chief Accountant is looked to for the essential accounting 
fata, and the means of securing and presenting such data in a clear 
ad concise form are his personal and sole responsibility. 
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The Internal Organisation of the Accountancy Department 
The sections needed are dependent, of course, on the size of the 
business, the nature of its operations and the extent to which the 
accountancy records are centralised. It must be kept in mind that the 
organisation of the business itself is paramount in a consideration of 
this matter. For instance, a sales and manufacturing concern would 
need different departments in an accountancy sense from one with 
only one of these activities (say sales) as its objective. 
Typical sections may be set forth as follows :— 
General ledger section. 
Cost accounting section. 
Accounts receivable section, usually known as the “debtors.” 
Accounts payable section. 
Invoicing department. 
Pay roll section. 
Branch accounts section. 
. Tabulation section. 
A consideration will now be given of each of these sections. 


General Ledger 
We may summarise the work of this section by saying that generally, 
it makes, for control purposes, a record of the information collected 
and used by all the other sections. It directly controls :— 
1. The general ledger, containing accounts representing assets, 
liabilities, expense and income. 
2. The books of record which serve as posting mediums to this 
ledger, such as the journal. 
3. The preparation of vouchers for all charges by the central 
office to branches. 
Preparation of periodical balance sheet including, if required, 
monthly profit or loss or other intermediate accountancy 
information. 
. The exercise, by means of control accounts, of a “control” over 
other sections such as debtors, branches, creditors and factory. 


Cost Accounting Section 

This section directly controls all factory operations including:— 
The factory ledger. 
The records of original entry, such as time and wages sheets, 
material issues, and expense allocation. 
Detailed cost sheets of orders, processes or departments. 
The preparation of vouchers summarising factory operations, 
such as cost statements and job costs. 
The summarising of journal entries for the use of the general 
ledger section, such as a trial balance of the factory ledger. 
The preparation of periodical expense analyses showing ex- 
penditure of departments, processes and units. 
The control of standard costs, including accounts in the factory 
ledger, and correct treatment of excesses and savings on cost 
of production. 

It might be mentioned here that the cost accountant is a highly 
trained specialist. Particularly are his services an aid to business 
in the sphere of production and manufacture. In the realms of :— 

(a) Cost accounts (factory ledger). 

(b) Accounting for costs (job and order costing), and 

(c). Factory organisation, 
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are his services indispensable. In the realm of business to-day, selling 
prices have little relation to costs. This statement is made in the 
sense that market value is the standard for selling, not actual costs. 
Supply and demand enter in the question to a much greater extent 
than a total of labour, material, expense and profit. In view of this 
state, manufacturers must reduce their costs to bring them more into 
line with lower values, and it is in this connection that the cost 
accountant enters the picture and provides the basis for the “attack” 
on cost. He is a specialist in expense allocation. He can pick the 
product, the process or the department which is non-payable, and 
make recommendations relating thereto. The ultimate in cost accoun- 
tancy is reached when standards are fixed in consultation with the 
technical officers concerned. These are known as standard costs. In 
determining what the costs ought to be, the cost accountant could not 
accept figures of previous periods as a reliable guide. In other words 
past performances are not necessarily efficient ones. In so many cost 
plans, the figures and performances of past years are accepted as ideal. 
The only way in which the correct cost can be determined is to make 
an intimate study of the quantities of material essential to each unit 
of production, of labour essential to produce that unit, and of expense 
directly associated with same. Each day, the cost accountant must 
investigate the variations from these standards. He must notice that 


| the so-called actual costs of production included certain costs which 


had no connection whatever with production. Often the actual cost 
of material, wages, and of the expense of the factory were found to 
conceal the cost of avoidable waste, of idleness and of inefficiency. 
These definitely had no relation to any job or to any product. The 
difference between a pre-determined standard cost and an actual cost 
is known as a variation. This may, of course, be more or less than 
the standard figure. It will be realised that these variations give 
immediately an indication where efficiency has not been attained. By 
applying to these inefficiencies, a calculation on a percentage basis 
known as a ratio, a comparison of the degree of inefficiency is obtainable. 
To carry the illustration a little further, we deal now with the factory 
ledger. By opening up accounts for the variances from standard before 
mentioned, it is possible to keep an exact financial record of the various 
losses or gains from standard. These are summarised on a monthly 
summary of variations, divided under material, labour and expense. 
This statement is interlocked with the monthly profit and loss statement. 
The variance statement is invaluable to executives where attention 
should be directed to correcting inefficient conditions. It must be pointed 
out that in the usual form of financial accounts, even in those where 
actual costing is worked out, such variations from standard practice are 
concealed. As a matter of fact, with actual costing, as no standards 
of efficiency have been previously determined, all actual costs are 
considered efficient costs. Only by a close study of the various elements 
entering into the manufacturing costs, can the cost accountant, acting 
as interpreter for management, gauge what are essential to production 
and what are waste. The actual costs as they arise are regularly 
compared with these standards, the variances “written off,” and man- 
agement given an opportunity to institute safeguards against losses 
which otherwise would be concealed. Furthermore, if the various 
foremen, shift bosses, superintendents, engineers, and managing 
executives of the business are furnished with reports of variances 
showing the ratios of actual to standard cost in material, labour and 
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expense, then those who are directly responsible for excesses have the 
opportunity of immediately effecting remedies. 


The Accounts Receivable Section 


This section operates :— 

1. The debtors or customers ledger subject to direct control by 
means of a “debtors ledger adjustment or control account” in 
the general ledger. 

2. The preparation of monthly statements to customers. 

3. The furnishing of data to the credit department. 

Here is carried out the greater part of the routine of a business, that 
is, debits and credits, relating to customers’ accounts. Its work is 
very important, not only from the point of view that its actions con- 
stitute direct dealing with the firm’s clients, but also that any under- 
debit or over-credit actually represents, unless detected, a direct loss 
to the organisation. Fortunately, accountancy has provided a safeguard 
in the form of the “control account” and, excepting for such abnormali- 
ties as compensating errors, or errors of principle, it is now impossible 
for such errors to occur without instant detection. 


Accounts Payable Section 
This section controls :— 
1. The vouchering of all invoices and monthly statements by 
creditors of purchases and accounts payable. 
2. The maintenance of the vouchers payable records which show 
the voucher distribution. The importance of this work may be 
gauged by the need in the cost accounting section for correct 


classification of expense and purchase data. 

The preparation of cheques for the payment of all accounts. 
The maintenance of “paid” and “unpaid” files for vouchers. 
The preparation, entering and balancing of the purchase journal 
including all dissections thereto. 

The posting and balancing of the purchase ledger controlled by 
means of the “creditors ledger control account” in the general 
ledger. 

. Preparation of internal vouchers, statements, etc., for use in 
general ledger sections, such as trial balance of creditors ledger, 
contra items, etc. 

. The obtaining and filing of necessary official receipts for all 
disbursements, including arrangements for detailed audit and 
verification. 

Invoicing Department 
This section in charge of :— 

1. The extension and adding on all sales orders, including (if 
required) the insertion of the price, if this is not still carried 
out by the sales department. 

The preparation, billing, and filing of all invoices sent to 
customers or branches. 

The dissection of invoice counterfoils into suitable heads for 
use of departmental, branch or statistical sections. 


Payroll Section 
This sections usually carries out the duties of :— 
1. Pricing all workmen’s time cards. 
2. Preparation of pay roll fer periodical pay day. 
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Payment of wages, including statutory or voluntary deductions 
as arranged, and receipts if usually required. 

4. The preparation of reports for the cost accounting section in 
making labour cost entries. 


Branch Accounting Section 

This section supervises :— 
The accountancy records of each branch kept at the general 
or “head” office. 
The preparation of summarised reports to the general ledger 
sections. 
The preparation of financial reports covering branch operations 
furnished to management as required. 
The verification and preparation of statements regarding goods 
or cash in transit and such other branch detail as may be required. 


The Tabulation Section 

This section may not appear in many concerns. In others its opera- 
tions are carried out, to a large extent, by the other sections mentioned, 
who make their own tabulations to suit their own requirements and 
the requirements of the other departments depending on them for 
vital information. However, if the collection of data is rendered 
necessary in a greater degree than that usually required or, on the other 
hand, a separate section is desired, this is then set up and secures 
information as follows :—- 

1. The tabulation of sales invoices. 
2. The tabulation of material issued, records and labour time 


cards. 
3. Whatever other statistical data is thought necessary. 


The Inter-Relation of Accountancy Sections 
This is achieved, of course, with the supervision of the Chief 
Accountant and the assistance of :— 
1. Inter-office vouchers. 
2. Inter-office reports. 
3. Control accounts for :— 
(a) Debtors. 
(b) Creditors. 
(c) Factory ledger. 
(d) Branch ledgers. 
THE CHART OF THE ORGANISATION 

In charting the accountancy organisation of a large manufacturing 
business, it must be borne in mind that some sections are more important 
than others. These may be:— 

The general ledger section. 
Cost accountancy. 
Debtors. 

. The accounts payable. 

5. The branch. 

The three others could then be regarded as subservient to, or 
auxiliaries of, these main divisions, it being remembered always, of 
course, that all are subject to the control of the Chief Accountant, and 
also that all are inter-related in their functioning as “aids to business.” 
Here is the chart showing this formation and indicating also the lines 
ot control :— 
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STATISTICAL DATA 


Statistics in business are ever the need of executive officers. Strictly 
speaking, accounting data would appear to cover only those numerical 
facts which are recorded in books of account, but, in practice, it is 
convenient and economical for much internal statistical data to be 
collected as a by-product of the accounting process. In the medium 
and small scale enterprise, where no statistical staff is maintained, 
all statistical material, whether relating to internal or external facts, is 
likely to be handled by the tabulating section of the accounting staff, if 
it is collected and used at all. On the other hand, in the bigger enter- 
prises there is a need for this important work and, in the same way 
as accountancy, a centralisation of statistical control is needed. We 
shall deal here, however, only with the internal statistical data usually 
called for. This may include :— 

1. Analyses of sales by territories, departments, sales units, classes 
of goods, classes of customers, such as trade, retail, etc., and 
so on. 

Analyses of costs of departments, classes, processes and units, 
although this is almost invariably left to the cost accounting 
section. 


Business WiTHOUT ACCOUNTANCY 


We have seen in our study of business just how accountancy, in 
organising itself from within, and by a system of inter-relation, is a 
most definite and purposeful aid to business in each of its three 
elements :— 

(a) A determination of policies. 

(b) In organisation to carry out those policies, and 

(c) In the operating and running of the organisation thus set up. 

We have seen how accountancy has taken its place in business on 
a level just below management, and is best serving management in a 
specialist capacity in that role. 

In conclusion, having thus given accountancy its place in business, 
we would like to have this matter viewed in the light that business to-day 
cannot do without accountancy in the same way that accountancy cannot 
do without business. Each, as we see it, is as much a part of the other 
as buying is to selling. Let accountancy take very seriously this 
attitude, and, as business grows and becomes more complex, provide 
itself with the necessary increased knowledge to keep abreast of the 
times. Research into accountancy methods and the continuance of 
post graduate study are at all times most vitally necessary to Australian 
business organisation. 
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Bankruptcy Practice in Australia—l 
By N. S. Youne, A.1.c.A. 


THE SEQUESTRATION ORDER 
INTRODUCTORY COMMENTS 


In the words of Isaacs J. in Bank of Australasia v. Hall (1907) 4 

C.L.R. 1514 a person is insolvent when he cannot 
“by the sale or mortgage of the property which he owns change 
the form of that property into cash wholly or partly sufficient for 
the purpose of paying his debts when they become due.” 

But because a person is insolvent the law does not require him to 
take the initiative and have his affairs wound up under the Bankruptcy 
Act. He can do so if he wishes, but there is no obligation. 

On the other hand once a person is insolvent his continued trading 
is usually at the expense of his creditors, and the longer he is permitted 
to carry on, the smaller, as a rule, will be the fund available for the 
payment of the creditors’ claims, as this fund may be heavily depleted 
by further losses or by individual creditors obtaining preferential 
payments. 

As a protection to creditors the Bankruptcy Act provides the means 
whereby, quite independently of the debtor, or his wishes, and subject 
to certain statutory safeguards, creditors themselves can take the initia- 
tive in having the affairs of the debtor wound up under the Act. It is 
first necessary, however, for the debtor to expose himself to bankruptcy 
proceedings by committing an act of bankruptcy (S. 54(1)). 


WHAT IS A SEQUESTRATION ORDER? 

The Sequestration Order is a formal order made by the Bankruptcy 
Court in relation to the affairs of a debtor, which has the effect of 
divesting him of all his property and which is based upon the petition 
of either a creditor or of the debtor himself; it is evidence that the 
person therein named is a bankrupt. 


PROCEDURE TO BE OBSERVED BY A CREDITOR IN OBTAINING A 
SEQUESTRATION ORDER 


(a) Preliminary Considerations 

The court will not make a sequestration order against a debtor as 
a matter of course, and in fact exercises the greatest care before 
subjecting the affairs of a debtor to its control. When the court sees 
that a petition is being used for an improper motive or where the 
debtor can establish that the action amounts to malicious prosecution, 
an order will not be made. However, it is not a fraud to buy a debt 
for the express purpose of launching bankruptcy proceedings, and the 
fact that the debtor’s estate is likely to pay 20/- in the £ will not 
restrain the court from making an order. (McIntosh v. Shashoua, 
5 A.B.C. 13.) 

The court will not dictate the procedure which a creditor should 
follow in an endeavour to recover payment of his debt. Although 
there may be speedier, cheaper and more effective remedies available 
the creditor is not bound to take them. (Re Poulson ex parte Hempen- 
stall Bros. Ltd. (No. 2), 1 A.B.C. 54.) 


(b) Conditions under which a creditor may petition 

S. 55 of the Act sets out the requirements which a creditor must 
Satisfy before the court will make a sequestration order on his 
petition. They are:— 
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(1) The debt must be of at least £50, otherwise it is necessary to 
join the claims of several creditors together to obtain this sum. 
Where a petitioning creditor’s debt is less than £50, but is 

due on a judgment which carries interest, the accumulated 
interest due thereon can be added to the original amount oj 
the judgment debt for the purpose of making the debt available 
for a sequestration order. (Re Merrington, 2 A.B.C. 154.) 

It is not possible, however, to add to the judgment debt the costs 

of an abortive execution for the purpose of building the debt 

up to the required amount of £50. (Jn re Laycock, 1 A.B.C. 
46.) If at the hearing the petitioning creditor cannot prove 

t that his debt amounts to £50, or upward, the petition will be 
dismissed. (Jn re Gallogly ex parte Johnson, 2 A.B.C. 127.) 

(2) The debt must be a liquidated sum payable either immediately 
or at some certain future time. 

(3) The act of bankruptcy on which the petition is grounded must 
have occurred within six months before the presentation of the 
petition. 

(4) The debtor must be domiciled in Australia, etc. 

For an example of the procedure to be followed where the debtor 
is domiciled in England but carries on business in partnership with a 
debtor resident and domiciled in Australia, see Re Dunn & Edwards, 
8 A.B.C. 168. 


(c) Petition by a secured creditor 

If the creditor holds a security and he wishes to petition, the Act 
requires him either to give up the security for the benefit of the estate, 
or if he is unwilling to do so then he must value his security, in which 
case he may be admitted as a petitioning creditor to the extent of the 
balance of the debt due to him after deducting the value so estimated. 


(d) Proof to be submitted by petitioning creditor 
At the hearing of the petition the court requires proof of 
(1) The creditor’s debt. 
(2) Service of the petition on the debtor. 

The affidavit of service of the sealed copy of the bankruptcy 
petition should contain evidence of the knowledge of the 
deponent of the identity of the person served. The petitioning 
creditor must also be prepared if necessary to prove the domi- 
cile of the debtor. (Jn re Speering, 2 A.B.C. 12.) 

(3) The act of bankruptcy. 


(e) Powers of court in dealing with petition 

The court has wide discretion in dealing with the petition. It may 
make a sequestration order if satisfied with the creditor’s proof; it 
may adjourn the proceedings (Re Martyn & Martyn, 1 A.B.C. 176); 
or it may dismiss the petition if it is not satisfied with the proof of 
the petitioning creditor’s debt, or of the service of the petition or of 
the act of bankruptcy, or if it is satisfied by the debtor that he is able 
to pay his debts or that for other sufficient cause no order ought to be 
made. 


Since the Commonwealth Bankruptcy Act was proclaimed a variety | 


of attempts have been made by debtors to prevent the making 


of a sequestration order by endeavouring to show that they are able § 
to pay their debts, and that for this reason it would be unjust for the | 


court to make a sequestration order. 
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It has been held, however, that a debtor’s assertion that he will have 
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um. j§ sufficient money to pay his creditors’ claims at the end of the farming 
t is @ season would not satisfy the requirements of S. 56 (3) (b). (Jn re 
ited  E. Jones, 2 A.B.C. 89). The court will require very clear evidence 
of @ of the debtor’s ability to pay his claims in full before it will dismiss 
able @ the petition on this ground. 
4.) (f) The execution of a prior Part XII deed of arrangement as a reason 
ae why a sequestration order should be refused 
Cc From a practical point of view, a more important consideration is 
mers whether the execution by a debtor of a deed of arrangement under Part 
‘ol XII of the Act is “sufficient cause” why the court should dismiss a 
7.) petition lodged by a dissentient creditor using the execution of the deed 
tely of arrangement as an act of bankruptcy under S. 52 (a). 
It has now been laid down by the courts in Victoria, New South 
ii Wales and Queensland that in certain circumstances the execution of a 
the deed of arrangement under Part XII will be sufficient cause for the 
dismissal of a bankruptcy petition. (See judgments of Lukin J. in re 
Paull ex parte Robert Reid & Co., 3 A.B.C. 65, Long Innes J. in re 
tor Meurer ex parte Meurer, 8 A.B.C. 155, and Douglas J. in re Williams 
ha 4 (parte Wilson & Gordon, 4 A.B.C. 276). ; 
de The trustee under the deed is entitled to receive notice of the date of 


the hearing of the dissentient creditor’s petition and may appear for the 
purpose of showing cause why it should be dismissed (S. 197A). 

The guiding principle seems to be that the court must be satisfied 
Act @ that there is some reasonable probability of a greater advantage being 
ate, @ derived by the creditors generally if a sequestration order is made. 
lich @ It has been pointed out by Lukin J. that the administration of 
the @ debtors’ estates by way of deeds of arrangement under Part XII of the 
ted. | Act is subject to the control of the Bankruptcy Court, and for this reason 

the English decisions supporting the claim that the execution of a 
private deed of arrangement is not a sufficient cause for dismissing a 
bankruptcy petition are capable of being distinguished. 

A consideration of the provisions of Part XII of the Act reveals, 
tey |g However, that, under certain circumstances, the creditors may be con- 
the | Siderably worse off by an administration under that Part, particularly 
where it is proved or suspected that the debtor has made payments or 
given securities to creditors which would be void under S. 95 of the 
Act as undue preferences, or where it is considered that a transaction 
entered into by the debtor could be avoided under the provisions of 
S. 94 of the Act as a settlement, or where it is likely that the trustee 
would succeed in an action against a creditor to recover goods within 
nay | the reputed ownership provisions of the law, or in other cases where 
; it @j an investigation of the debtor’s affairs is necessary because it is known 


ing 
mi- 





6): Wf or suspected that he has been guilty of some of the offences specified 
ot @ in Part XIV of the Act. 
ot It would appear, therefore, that where the majority in number and 


able @ three-fourths in value of the creditors require the administration to be 
) be @ by way of a deed of arrangement, a sequestration order will be made 

@ only where it can be established that some advantage will accrue from 
ety @@ this course, and that no order will be made “where the only effect will 
be a mere waste of money in costs.” 






(g) The execution of a Part XI decd of assignment 
Where a debtor has executed a deed of assignment under Part XI of 
of the Act, it is not possible for a creditor to use the execution of the 
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deed as an act of bankruptcy within the meaning of S. 52 (a) where 
the deed has been assented to by the requisite majority in number and 
value of the creditors, and otherwise conforms to the requirements of 
Part XI. (See judgment of High Court in Bridge v. Great Western 
Portland Cement and Lime Lid., 6 A.B.C. 98, reversing the decision 
of Lukin J. in re Bridge, 4 A.B.C. 268). 


(h) Stay of Proceedings 
The court is given power in appropriate circumstances to stay the 
petition. 


(i) Withdrawal of petitions 

The court will not as a matter of course grant a creditor leave to 
withdraw a petition or approve of it being dismissed by consent (Re 
Grahame, 11 A.B.C. 112). In the event of such an application the 
court must be informed of all the facts relating to the estate, the nature 
of any compromise or satisfaction of the creditor’s debt arranged, and 
must be given the fullest information as to the debtor’s ability to pay 
all his creditors. In other words, the court will not allow its process 
to be used for the purpose of obtaining an advantage for one creditor, 
and a petition must not be used as a means of extorting money (in rea 
Debtor, 2 A.B.C. 164). 


(j) Stay Orders under State Acts 

During the recent financial depression legislation was enacted in all 
States for the purpose of giving relief and assistance to necessitous 
persons (mostly farmers and graziers). Stay orders issued under these 
Acts do not constitute a sufficient cause for dismissing a bankruptcy 
petition (Cain v. Whyte, 6 A.B.C. 117; Re Green, 6 A.B.C. 79), but it 
is to be observed that under S. 57A the court is empowered to make an 
order staying the proceedings under a petition where the appropriate 
State authority administering the debtor’s affairs applies to the court 
for such an order. It is now compulsory to state in every affidavit 
verifying a creditor’s petition and in every statement of affairs accom- 
panying a debtor’s petition whether a stay order (or its equivalent) has 
been issued by a State authority in respect of the debtor’s affairs. 


(k) Costs of obtaining the sequestration order 

The costs of obtaining the sequestration order must be borne by the 
creditor, although if he succeeds these costs are reimbursed out of the 
estate. (S. 58.) 


PROCEDURE TO BE FOLLOWED BY A DEBTOR IN PETITIONING FOR A 
SEQUESTRATION ORDER 


Where a debtor desires to have his affairs wound up under the 
Act, the procedure to be followed is not so complicated, and all that 
he need do is to lodge a petition stating that he is unable to pay his 
debts, and on this petition the court will make a sequestration order. 
(3. F.) 

Provision is frequently made in Part XII, deeds of arrangement, giving 
the trustee thereunder power to petition for the sequestration of the 
debtor’s estate. A 

In the case of re Bagley, 1 A.B.C. 28, it was held that a petition 
presented by a trustee under a Part XII deed pursuant to such an | 


authority could be filed. 
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Contracts of Personal Service 
By A. B. SAMUELSON, LL.B. 


This article is inspired by some recent interesting decisions, the 
necessity of correcting a statement made by the author in an article 
published in Vol. 7 The Australian Accountant at page 224 (the cor- 
rection being required owing to a successful appeal) and a desire to 
deal briefly with certain everyday events. 

Messrs. Green, Brown, Robinson & Co., Chartered Accountants, 
enter into a contract with Mr. Black to employ him as managing clerk 
for five years. In the third year of the contract Mr. Robinson retires 
from the partnership and Mr. Smith is admitted into partnership. 
What effect has this on Mr. Black’s contract? It operates as a wrongful 
dismissal of Mr. Black (see Brace v. Calder 1895, 2 Q.B. 253). 

A contract of personal service, e.g., that of a clerk to an accountant, 
is put an end to by the death of the accountant, for A did not promise 
to serve X’s personal representatives or successor in practice. 

In the case of Titmus v. Rose & Watts, 1940 1 All E.R. 599, a boy 
had been apprenticed in 1935 to the two defendants. The defendants 
who were partners entered into joint covenants with the boy and his 
father. In 1938 the first defendant gave notice to the boy and his 
father that he had terminated his interest in the partnership and would 
not accept liability for commitments of the firm entered into after 
the date of notice. The boy kept on working, sometimes getting paid 
and sometimes not, until in May, 1939, he was put off and told a new 
company was being formed. Wrottesley J. held that the conduct of 
the boy was far from establishing an agreement to absolve the first 
defendant from liability, that by dissolving partnership the partners 
had rendered themselves unable to carry out their covenant and that 
both the boy and his father were entitled to damages. 

“It is indisputable that, apart from statutory provision to the contrary, 
the benefit of a contract entered into by A to render personal service 
to X cannot be transferred by X to Y without A’s consent” (per Viscount 
Simon, L.C., Nokes v. Doncaster Collieries Ltd. 1940, 3 All E.R. at p. 
551). 

If X & Co. Limited, having contracted to employ A, goes into 
liquidation during the currency of the contract, the winding up order 
or resolution as the case may be, operates as a notice of discharge to A 
(Re General Rolling Stock Co., Chapman’s Case 1866 L.R. 1 Eq. 346), 
and this whether the winding up is for the purpose of reconstruction 
or amalgamation or not. Of course, if X & Co. Limited is com- 
pulsorily wound up, it is presumably a most involuntary act on its 
part for which A may have no remedy and even if he has a right of 
action, it will be of little value in the majority of cases. 

As pointed out in Vol. 7, p. 224 of The Australian Accountant, sec. 
134 of the New South Wales Companies Act 1936 and the correspond- 
ing sections of the English, Victorian, Queensland and South Australian 
Acts and of the Federal Companies Ordinance contain provisions that 
where a compromise or arrangement has been proposed for the purpose 
of or in connection with a scheme for the reconstruction of any company 
or the amalgamation of any companies and under the scheme the whole 
ot any part of the undertaking or property of one company is to be 
transferred to another company the Court may in its order provide 
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for “the dissolution, without winding up, of any transferor company” 
and for “the transfer to the transferee company of the whole or any 
part of the undertaking and of the property or liabilities of any 
transferor company.” ) 

“Property” is defined as including “property, rights and powers of 
every description.” 

In Nokes v. Doncaster Collieries Ltd. (supra), the appellant had been 
employed under a contract of service by Hickleton Main Colliery Com- 
pany Limited. Without notice to him the undertaking of the Hickleton 
Company was transferred by an order under the above section to the 
respondent company. Nokes kept on working at the same colliery 
and one day absented himself from work under such circumstances 
that, had he been still employed by the Hickleton Company he would 
have been liable to damages for breach of contract. 

He was sued by the Doncaster Company for such damages on the 
basis that his contract had been transferred to it by the order. The 
justices in the Court of Petty Sessions upheld the Doncaster Company's 
contention and Nokes was ordered to pay 15/- damages and 10/- costs. 

The decision of the Justices was upheld on appeal both by the 
Divisional Court in 1938 and by the Court of Appeal in 1939 and the 
author’s statement in the April 1939 issue of this Journal was accordingly 
justified at that time. 

The Court of Appeal (1939, 2 All E.R. p. 672) said that the language 
of the subsection defining “property” is “prima facie, wide enough to 
include within its scope every kind of right recognised by law, including 
proprietary, contractual or statutory rights of every description .... 
if the power of the court did not extend to contractual rights and 
liabilities of all kinds, its order would be only partial in its operation, 
and the necessary arrangements for transfer in such cases would have 
to be carried through by assignment, novation or other appropriate 
means. How, in such a case, the beneficent power of ordering dissolu- 
tion of a transferor company without liquidation could conveniently 
be exercised it is difficult to see.” 

The House of Lords, whose decision is a most compelling authority 
in Australian Courts, reversed all the decisions of the Courts below 
and rejected the above interpretation and argument. The House 
unequivocally maintained the presumption, in interpreting a statute, 
that “it is in the last degree improbable that the legislature would 
overthrow fundamental principles, infringe rights, or depart from the 
general system of law, without expressing its intention with irresistible 
clearness.” (Maxwell, 8th ed. p. 73.) As Lord Atkin put it: “I had 
fancied that ingrained in the personal status of a citizen under our 
laws was the right to choose for himself whom he would serve and 
that this right of choice constituted the main difference between 2 
servant and a serf.” 

To the argument that “the beneficent power of ordering dissolution 
of a transferor company without liquidation” could not conveniently be 
used without adopting the interpretation of the Courts below, the same 
Law Lord pungently replied: “Why this beneficent procedure should 
be tainted with the oppression and confiscation which in some cas¢s 
would certainly be caused, or why, in the interests of companies big of 
small, for the mere purposes of an amalgamation, it should violate al 
the rules as to transferability, I cannot imagine.” 

As to the practical effect of the interpretation adopted in the Courts 
below, it was pointed out that in the case of an amalgamation, the 
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yansferee company would probably find itself saddled with numerous 
wditors, accountants, solicitors, doctors, managers, etc. 

The position therefore, until an Australian court determines to the 
wntrary, is that practitioners must, in all cases of reconstruction or 
malgamation, provide for the consent of the servant to the adoption 
of the new or transferee company as his master and remember that 
i default, dissolution of the old company acts as a wrongful dismissal 
of the servant whose claim for damages may be a liability transferred 
i the new Company. 

Another recent decision of the House of Lords, in this case uphold- 
mg the decisions of the Courts below, is of interest to company 
practitioners, 

The relevant facts in Shirlaw v. Southern Foundries Ltd. 1940, 2 All 
ER. 445, were that Mr. Shirlaw was in 1933 appointed managing 
lirector of the respondent company for a period of ten years. The 
aticles of the Company at that time provided that a managing director 
hall be subject to the same provisions as to removal and resignation 
3 those to which the other directors are subject “subject to the pro- 
sions of any contract made between him and the company.” 

In 1936 Federated Foundries Limited had become the owners of all, 
ot practically all, the shares in the respondent company and a new 
et of articles was adopted which, inter alia, omitted the above proviso 
ad which empowered Federated Foundries Limited, by an instrument 
in writing signed on its behalf by two of its directors and its secretary, 
io remove from office any director of Southern Foundries Limited. 
This power was used by Federated Foundries Limited against Mr. Shir- 
twin March, 1937, and he thereupon successfully sued the first company 
for wrongful dismissal and the second company for wrongfully 
procuring his dismissal, being awarded £12,000 damages. 

As it was put by MacKinnon L.J. in the Court of Appeal, the courts 
should exercise with care the right or duty of finding implied terms 
ina written contract, “prima facie that which in any contract is left 
0 be implied and need not be expressed is so obvious that it goes 
without saying.” The judge had no difficulty in finding that both 
yarties would have readily and hastily replied: “Oh, of course that is 
implied already” if any third party before the contract of service was 
aigned in 1933 had asked: “Would it not be well to put in provisions 
that the company shall not exercise or create any right to remove Mr. 
Shirlaw from his directorship and that he shall have no right to resign 
tis directorship ?” 

It is perhaps unnecessary to observe that the office of managing 
director demands that the occupant of that office must be a director 
of the company—as articles of association commonly express it: “The 
directors may appoint one of their number to be managing director 
m such terms, etc.” but note: “The provisions of these articles as to 
ttirement in rotation shall not apply to a managing director of the 
Company.” 
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The New Sales Tax Reviewed 
By H. R. Irvine, a.c.a. (AustT.), A.c.1.s. (ENG.) 


The Federal Budget introduced into Parliament on November 2] 
provides for drastic changes in the incidence and rates of Sales Tax. 
Previously, goods were either exempt or taxable at the rate of 84%, 
The “exempt” goods were intended to be limited, generally speaking, 


to “necessaries of life and goods used in primary production.” This 
class of exempt goods has been largely retained, but some of the goods | 


previously exempted are now subject to tax at 5%. The general 
rate of tax has been increased to 10%, and certain goods which are 


apparently regarded as being of a more or less non-essential or luxury } 


character are taxed at 15%. 
The increases in rates operate as from November 22, 1940. 
Summarised, the 5% group set out in “Schedule Two” to the 


Exemptions Act, includes certain goods covered by the following broad § 


classifications :— 
Mining Machinery and Equipment. 
Fishing and Pearling Machinery and Equipment. 
Irrigation, Water Supply, Drainage and Sewerage Equipment. 
Foodstuffs and Beverages. 
Drugs, Medicines and Surgical Goods. 
Books, Printed Matter and Paper. 
Scientific and Educational Goods. 
Building Materials, and 
a “Miscellaneous” group comprising :— 
Fruit bottling outfits and parts therefor. 
Fruit-preserving jars and parts therefor. 


Aeroplanes (and parts therefor), and parachutes, life-belts, col- | 


lapsible boats, Verey lights, and similar accessories for use 
therewith. 

Accessories (being machines, implements, or apparatus) for 
aeroplanes or aeroplane engines if those accessories are sold or 
imported with aeroplanes or aeroplane engines. 

Axes and tomahawks. 

Tool handles of wood. 

Preparations for use in the prevention, cure, or eradication of 
diseases or pests in birds. 

Pasteurizers and parts therefor. 

Jacketed vats or jacketed tanks and enamelled vats or tanks not 


jacketed (including those fitted with agitators or stirrers), and J 


parts therefor, for use as storage receptacles or capable of 
use as pasteurizers or coolers. 


Saddlery and harness (and parts therefor), trace chains (com- . 


plete), collar check, kersey and saddle serge. 
Iron or steel wire of gauges 6 to 14. 
Wreaths, and covers and mounts therefor. 


Floral tributes (including bouquets, posies, floral baskets and 


sheaves) containing natural flowers. 
Anhydrous ammonia and calcium chloride. 
Sodium chloride for use as a refrigerating agent. 


Explosives (but not including fireworks, rockets, coloured fires, J 
sporting powder, safety cartridges, percussion caps and ammu- | 


nition) and raw materials for use in producing explosives. 


Photographs and blocks for use in the production of certain books | 


and printed matter. 
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The 15% group is set out in Schedule Three to the Act under the 
following headings :— 

Jewellery, Precious Stones, Crystal, Pottery, Cutlery, Travelling 
and Fancy Goods. 

Beauty and Toilet Preparations and Hair-waving Apparatus. 

Musical Instruments, Talking Machines and Wireless Receiving 
Sets. 

Motion Picture Projection and Sound Equipment, Pictures, 
Statuary, Photographs and Photographic Equipment. 

Furs. 

Pleasure Yachts and Boats, Sporting Equipment, Confectionery, 
Toys and Games. 

Refrigerators, Washing Machines, Vacuum Cleaners, Art Light- 
ing and Similar Apparatus. 

Accounting Machines, Duplicating Machines, Office Appliances 
and Typewriters. 

Garden Equipment. 

Advertising Signs, and Printed Matter and Paper Products. 

Parts of goods included in the Third Schedule are taxable “at the 
rate appropriate to their classification in their own right, except where 
the Schedule is specifically expressed to cover parts of goods.” 

Goods which are not covered by the Schedule of Exemptions (as 
now amended) or by the new Second or Third Schedules, are subject 
to tax at 10%. 

Clothes for human wear made to the order of an individual customer 
which were previously taxable on 50% of the “total amount payable 
by the customer to the manufacturer” are now taxable on 66%% of 
that amount. In respect of such goods the additional tax now amounts 
to 60% .as compared with 20% increase in the case of clothes, etc., not 
made to the order of individual customers. 

The previous exemption of “footwear” is now limited to such goods 
having a sale value not exceeding 15/- per pair. Thus boots and shoes 
which, generally speaking, comprise the lower grade articles are still 
exempt, whilst all clothing, slippers, and footwear having a “sale 
value” in excess of 15/- per pair, are taxable at 10%. 

Spectacles, eye glasses and lorgnettes which were previously exempt 
are now included in the Second Schedule and taxable at 5%, but only 


@ on 334% of the sale price. 


From a review of the foregoing classifications, it is difficult to appre- 
ciate the view of the Federal Treasurer that goods have been classified 
“into three sections according to the urgency of the needs they satisfy.” 

For instance, can it reasonably be contended that beeswax, cows’ 
heels, pigs’ trotters, calves’ hooves, frankfurts, mutton birds, oysters, 
maraschino cherries, salted peanuts, and numerous other “foodstuffs” 
which are still exempt are more urgently needed by the taxpayers of 
Australia who have been called upon to contribute to the “all-in” war 
effort than are hair brushes, tooth brushes, shaving brushes and combs 
of all kinds, shaving soaps, razors, razor blades, and lawn mowers, 
ill of which are now taxable at 15%. 

Furthermore, are not stock clothes, footwear having a sale value 
txceeding fifteen shillings a pair, and slippers of whatever value, which 
ae now subject to the 10% rate, more urgently needed than crayfish, 
prawns, crabs, poultry and mutton birds marketed in tins, jars or 
similar containers, maps and fruit-bottling outfits which are included 
in the Second Schedule subject to tax at the rate of 5%? 
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Taxpayers will probably not, however, disagree with the Treasurer's 
statement that “the introduction of differential rates will impose more 
work on taxpayers and create administrative anomalies.” His state. 
ment that “the Government considers this alternative preferable to an 
increase in the general rate above 10%” will also probably be generally 
supported, but it seems regrettable that the Government has not 
adopted another obvious alternative of more drastically reducing the 
list of remaining exempt goods. The granting of Sales Tax Exemptions 
has for years been a political football, and political considerations are 
plainly discernible in the continuation of a number of those exemptions, 
and in the classification of other goods into the 5%, 10% and 15% 
tax groups. 

A lot can be said in support of the principle adopted by the Govern- 
ment in classifying goods “according to the urgency of the needs they 
satisfy” but the implementation of that policy, as outlined in the 
proposals now before Parliament, will, of necessity, create anomalies 
and cause considerable confusion in the minds of taxpayers. Nor 
can it be admitted that the increased burden of taxation has been 
equitably spread over all classes of the community, at least insofar as 
Sales Tax is concerned. 

No Government can possibly satisfy all sections of the community 
regarding its taxation policy, but sectional interests should never be 
allowed to be a determining factor in times of national crises. 

The former Treasurer (Mr. Spender) recently stated that goods of 
an estimated value of £535,000,000 in the financial year 1940/1941 
were still exempt from Sales Tax. Of this amount, the Government 
has now brought into the 5% class goods of a value of £47,000,000, 
so that about 92% of the value of goods previously exempted still enjoys 
that benefit, the burden of which must be spread over remaining 
taxable goods. 

While a great number of these exemptions continue, it cannot be 
contended that equality of sacrifice has been achieved by the Government. 


Agreements for the Sale of Goods 


In the November, 1939, issue of the Journal (p. 283) Section 70 A 
and B of Sales Tax Assessment Act (No.1) was quoted. This Section 
provides for the alteration of agreed prices consequent upon variation 
in the rates of Sales Tax. 

On the occasion of a previous increase in the rate of Sales Tax, the 
Taxpayers’ Association of New South Wales obtained an interesting 
opinion on the distinction between an agreement for the sale of goods 
and a contract of sale. By courtesy of the Association, the opinion 
is quoted hereunder. 

(The dates mentioned in the opinion have been amended in order 
to assist readers in deciding whether or not the increased rate of tax 
applied to goods delivered on or after November 22, 1940.) 

“Where under a contract of sale of goods, the property in goods 

is transferred from the seller to the buyer, the contract is called a 

sale; but where the transfer of the property in the goods is to take 

place at a future time, or subject to some condition thereafter to be 
fulfilled, the contract is called an agreement to sell. An agreement 
to sell becomes a sale when the time elapses or the conditions are 
fulfilled subject to which the property in the goods is to be transferred. 

“It might be supposed that a contract for the sale of goods for 
future delivery or future payment or both, is one where the transfer 
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of the property in the goods is to take place at a future date. But 
this is not necessarily so. 

“Where there is a contract for the sale of specific or ascertained 
goods the property in them is transferred to the buyer at such time 
as the parties to the contract intend it to be transferred. For the 
purpose of ascertaining the intention of the parties, regard shall be 
had to the terms of the contract, the conduct of the parties, and the 
circumstances of the case. 

“Unless a different intention appears in the contract, certain rules 
apply for ascertaining the intention of the parties as to the time at 
which the property in the goods is to pass to the buyer. The rule 
relevant to the particular matter under review is as follows: Where 
there is an unconditional contract for the sale of specific goods in a 
deliverable state, the property in the goods passes to the buyer when 
the contract is made and it is immaterial whether the time of payment 
or the time of delivery or both be postponed. 

“It is therefore necessary to determine whether a contract for the 
sale of goods is a ‘Sale’ or an ‘agreement to sell’. To constitute 
a sale the goods sold must be specific, they must be in a deliverable 
state, and the sale must be unconditional. 

“If A orders any ten sheep out of B’s flock, the goods are not 
specific. If he orders articles of furniture which he sees in the course 
of being made in B’s shop, the goods are not in a deliverable state. 
If he buys B’s stack of hay at so much a ton, the price to be ascer- 
tained when the hay is taken down and weighed, there is yet 
something to be done to fix the price. But where these three 
conditions are satisfied the transaction is a sale and not an agreement 
to sell, irrespective of the date fixed for delivery or payment, and 
would therefore not be affected by Section 70A. 

“Thus, if goods are ordered from Show Room floor on or prior 
to November 21, delivery and payment to be effected after 22nd 
idem., this would be outside the Section. But if, in a similar case, 
the purchaser stipulated certain alterations, e.g., painting, which 
were not completed prior to the latter date, the Section would apply. 
the rule being that where there is a contract for the sale of goods and 
the seller is bound to do something to the goods for the purpose of 
putting them in a deliverable state, the property does not pass until 
such thing be done and the buyer has notice thereof. 

“A similar case would be where, although goods are in a deliverable 
state, the seller is bound to weigh, measure, test, or do some other act 
or thing with reference to the goods for the purpose of ascertaining 
the price. 

“The Section would also apply where goods were ordered to special 
specification and such goods have to be specially made. 

“Where goods are delivered to the buyer, prior to November 22, 
‘on approval’ or ‘on sale or return’, the Section would apply unless, 
prior to such date, the buyer signified his approval or acceptance 
or did any other act adopting the transaction. 

“The section, however, does not apply where specific goods in a 
deliverable condition were ordered ‘for December delivery’—payment 
in December. 

“No doubt cases will arise in which it will be difficult to apply the 
above tests, but the foregoing is a general outline of the principles 
to be considered.” 
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This opinion was submitted to the Deputy Federal Commissioner 
of Taxation, Sydney, who stated, inter alia:— 
“Most contracts are constituted by the acceptance of orders for 
goods to be selected by the vendor from stock or from some larger 
quantity and although the goods are usually specifically described 
and their number or quantity specified in the order, they are never- 
theless not ‘specific’ goods, but remain ‘unascertained’ until they are 
irrevocably selected by the vendor and appropriated to the contract 
with the express or implied consent of the purchaser. Ordinarily 
such appropriation cannot take place until the goods are either 
delivered or despatched for delivery. 
“Because of the difficulties with which taxpayers will be faced in 
deciding what is a contract for the sale of specific goods in a deliver- 
able state and because of the fact that most contracts entered into 
in the ordinary course of business are outsde that category, the 
Department is of the opinion that any_ statement issued by you in 
this connection should be prefaced by advice to all concerned that 
prima facie the date of delivery is the date of the sale... .” 
and that all deliveries on and from the date of operation of any 
variation in the rate of tax must bear tax at the rate then in operation. 

A further interesting comment by the Department regarding Section 
7OA referred to above is that that Section “would not apply to 
authorise the alteration of any contract as the result of any action 
taken by Parliament to repeal any of the Sales Tax Exemptions.” It 
is understood, however, that this anomaly will be rectified by an 
amendment to Sections 70A and 70B. 
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The Australasian Institute of Cost Accountants 


ApMIssIons AS ASSOCIATE 


0. Ashton, N. R. Boase, M. Dillon, B. W. L. Doig, J. M. Fitzpatrick, R 
oll, H. L. Richardson, K. W. Twaddell. 


Australia 
H. Malcolm, LD. C. Muecke, H. E. Price. M. C. Purdi« 


N.A.C.A. BULLETINS 
latest numbers to hand and the mair articles of interest are as follows 
tmber 15, 1940.—‘Production and Inventory Control,” by Sydney W. Warner 
ber 1, 1940—“The Normal Base Stock Method—A Case History,” by 
R. Renner. 
EXAMINERS’ REPORTS—CONTD. 
Costing—Second Paper 
§ questions set in this paper were, on the whole, capably handled by the candi- 
falthough the standard disclosed by the average percentage obtained—70-8% 
bt quite as high as might be expected. The maximum marks allotted for this 
were 89, and the minimum 23, disclosing considerable diversity in the merit of 
individual papers. 
wstion 1—This called for a knowledge of the principles relating to the analysis 
tribution of expense. The departmental analysis of expense appeared to be 
derstood by candidates 
bugh strongly suggested in the setting of the problem, but because, perhaps, of 
a little unusual, the idea of allocating housing-costs in the same manner as a 
department was responded to by comparatively few candidates. They preferred 
ike separate allocations of rates and land tax, depreciation of buildings, and 
e of buildings, than to tabulate them and to distribute the combined total on 
space basis to productive and service departments. The importance of correct 
im the distribution of service department costs was not appreciated in some 
Wwhilst inter-service charges were in many cases ignored. Some candidates 
ir, cared for these by supplementary distribution. 
candidates wasted valuable time in arriving at departmental hourly rates by 
the factors of each item of expense instead of dividing the total departmental 
by the labour hours. 
tion -A sound working knowledge of ihe principles of a flexible budget was 
bd in “the answers to question 2, although a large number of candidates failed 
appropriate groupings in the budget with sub-totals for fixed expense, partly 
expense, and directly variable expense. 
m the case of Question 1, although the “unit-cost of each element (labour and 
)” was called for by the question, many candidates wasted their time in 
F ing the unit-cost of each separate item of expense. 
ion 3—A good knowledge of standard costs was displayed in the answer to 
3, and the majority of candidates obtained good marks for their solutions 
Eproblem. 
od number of candidates failed to apppreciate the point of material variations 
ed for at the point of issue, and transferred their variations from the material- 
fess account. Many others failed to show separate variations from standard 
quantity and price respectively of materials and labour. Quite diversified treat- 
M% expense was exhibited. 
Question called for the application of expense at 1/- per standard labour hour. 
M@ited by the production, but a considerable number of candidates applied expense 
actual labour hours used in production. 
Costing—Third Paper 
lour papers were submitted, and of these 23 were given “pass” and 41 failed 


the pass standard. On the average, the work submitted was not good, as the 
marks allotted per paper were only 59-30, whereas the pass standard is 65% 





xxix 
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In general, the outstanding weaknesses of the candidates may be summarised 
iollow : 
1. A failure to read questions thoroughly ; 
2. A failure to grasp the important point that there are different concepts of ¢ 
required for different purposes 


3. A tendency (which has been notable also in previous examinations) to thi 


in terms of mechanics instead of “principles” ; and, 
4. A failure to separate points in questions resulting in rambling answers, 

In regard to individual questions, the following points are pertinent: 

Question 1.—Many candidates were confused in their thoughts following the mixi 
of the two points of the question which should have been dealt with separately, 
first part required a statement of the comparative costs of the two machines over th 
full operating life-time, “cost” for this purpose including interest on investm 
Very few candidates approached part (a) of the question from this angle, and m 
contented themselves by comparing the annual depreciation charges only Part (b) 
the question required the assessment of the effect on the profit and loss by making t 


change of machines, and the answer to this question could not be dealt with sati 


factorily by “dragging” it into the answer to the first part. 

Question 2——Many candidates failed to read part (a) of the question thorough 
The examiner desired to know the ways in which cost accounting contributed towan 
the computation of net profits available for dividend. Long statements were ma 
covering budgets, measurement of efficiency, establishing of selling prices, ¢ 
whereas the question related to the use of cost accounting in determining stock yal 
depreciation, etc., thus increasing accuracy in apportioning costs to accounting period 

Part (b) referred to the use of cost accounting in establishing selling prices, b 
many candidates overlooked the important fact that in most instances selling pric 
are fixed by the market and that cost accounting can assist only in— 

i. determining a normal or satisfactory price based on a selected volume 
business; and, 

ii. determining the minimum price which can be accepted without reducing t 
profits or increasing loss. 

Part (c) was easier, and gave little trouble to the candidates. 

Que stion 3.—The question required the definition and comparison of various cone 
of “cost,” and the answers were generally unsatisfactory. Very few candidates und 
stood the meaning of “differential cost” although that concept of cost occupies 
important place in many cost problems. ‘Economic Cost” was also a pitfall for 
large number of candidates although a clue was provided by placing it for compari 
with “Accounting Cost.” 

Ouestion 4.—‘Joint Costs” should have been well understood by students of 
accounting, and a clue was provided by referring to joint products or services. 
answers were, however, generally disappointing. Many candidates stated that joint 

should be apportioned to joint products for the purpose of ascertaining the frue cost 
siieatian, or to fix the selling prices, of each joint product, but then went on to 
that usually such allocation was made on an arbitrary basis or the basis of the sell 
price of the products. This type of answer is a clear example of loose thinking 

Ouestion 5—This question appeared to offer little difficulty, but many candida 
omitted to cover the requirements of the examiner by (1) defining, (2) illustrati 
and (3) stating the use of each of the two types of budget with the result that ca 
dates who obviously knew the answer lost marks for not covering the three poi 
completely. <ciesniteitiharieacmeseiaipd 


Obituary 

We regret to report that Flying Officer R. L. Glyde, D.F.C., has been killed 
active service with the Royal Air Force. Flying Officer Glyde was the only sot 
Mr. F. C. Glyde, a well known member of the Western Australian Division ot 
Commonwealth Institute. 

We regret to record the death of Mr. George Recknell, A.t.c.a., who was fata 
injured in a motor accident on October 26 at Mona Vale, N.S.W. Mr. Reck 
had many business associates in Victoria and New South Wales. 


Personal 

Messrs. N. A. Pardoe and J. H. Stone have amalgamated their practices and ' 
practise in co-partnership at 12 O’Connell Street, Sydney. 

Mr. E. A. Cupit. a.1.c.a., has been elected Chairman of the Chartered Instit 
of Secretaries, Sydney Branch. 

\t the last meeting of the Newcastle Branch Council, Mr. R. F. G. Downes 
Member of the Council, was congratulated upon qualifying for Membership in 
Chartered Institute of Secretaries, England. 
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imarised Commonwealth Institute of Accountants 
MemBERS ON AcTIVE SERVICE 
epts of ca +. Andrews, H. A. T. Artup, . C. Carter, J. H. Clark, A. H. Jago, J. L. 
“Hl, K. Queen, H. J. L. Willings, J. W. Wright. 
ADMISSIONS AND ADVANCEMENTS 
sion a Prowtsional Associates 


t J. Coffey, H. T. Ford. 


S) to thin 


mission as Associates 

iss L. M. Narracott, W. A. Ledger. 

ission as Fellow 

T. H. Bakewell. 

mement to Fellow 

\. Hiscocks. 

making t New SoutH Wares Division 

wae wt University Extension Board Lectures 

thorough series Ol lectures arranged by the Institute in conjunction with the Sydney 

ed towammeessity Extension Board continues to attract considerable interest, and on 

were day, October 29, a lecture entitled “American-Australian Axis” was delivered 
i he Institute’s Conference Room, by Mr. J. G. Crawford, B.sc., Economist to the 

al Bank of N.S.W., and Lecturer in Rural Economics in the University of Sydney 

Mme chair was occupied by the State President, Mr. A. Clunies Ross, F.1.c.., 
in introducing the lecturer, said that Mr. Crawford had recently returned from 

years’ study in the United States, and that his views upon this important 

ject would be of particular interest at the present time. 

it the conclusion of the lecture, a hearty vote of thanks to the lecturer was 

posed by Mr. L. B. Callaghan, a.1.c.a., and carried with acclamation. 
concluding lecture of the present series was delivered by Dr. W. E. H. 

mer on Tuesday, November 2€, at which there was a satisfactory attendance 

Stanner dealt at some length upon “The Situation in the Middle East,” and his 

us concem™ere upon this timely subject was very greatly appreciated. 
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Cost Accounting Course 

Second Cost Accounting Course under the direction of Mr. Walter Scott, 

\, IS proving of great value to Members enrolled in the course. By the aid of 


comparis ; ; to M , ) ; the 
gidiascope material assistance is given in the display and explanation of diagrams 

sta iol ustrations. The course will be resumed on February 20, 1941. 

—" WESTERN AUSTRALIAN DIVISION 

jomt , 

nte-cadl Monthly Luncheons 

é cost -* ras . 
October 24 a good attendance of members and friends were addressed by the 


t on to 


the sell E. New, who has recently spent some years in Korea and other parts of the 

ates t East. The speaker outlined the background of the Japanese “Southward Policy,” 

candidate SV. his audience much material for reflection. 

Hustratigaee” New’s subject was so interesting, and his knowledge and ability so mucl 
tiated, that he was invited to continue at the next monthly luncheon held on 

ember 14. Sixty-one came along to Karrakatta Club that day, and were shown 

sand slides illustrating the progress and development of many phases of 

nese life, 

Mr. A. J. Bishop moved a vote of thanks, the support of which was a further 

tation of members’ keen appreciation. 

te President and State Councillors take this opportunity of extending to all 

mers, and to members of this division in particular, their best wishes for the 


Soutu AUSTRALIAN DrIviston 
Library 
the Committee’s report set out the total volumes loaned for the month of October 
% Members are advised that The Accountant and the N.A.C.A. Bulletin are 
available at the Library. 


Commonwealth Accountants Students’ Society 
New South Wates Division 
itthe meeting of the Society held on Wednesday, November 6, an interesting 
mstructive lecture was delivered by Mr. A. B. Samuelson, Li.z.. on “Some 
ects of Commercial Law.” 
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The chair was occupied by the President, Mr. C. H. Prosser, r.ica,@ 
formally introducing the lecturer, said that Mr. Samuelson was well knowm 
members of the Society, and that his lectures were always full of interest to 

The lecturer, in characteristic breezy manner, outlined recent legislation of 
to the Accountancy profession, referring principally to Bills of Sale, Hire 
Agreements, Landlord & Tenant, Fair Rents, Liens, and War Service Me 
Regulations. ; 

A hearty vote of thanks, moved by Mr. E. W. Town, A.1.c.A., Vice-presi 
carried with acclamation, and acknowledged by the lecturer. 

Subsequently, at a meeting of the Committee, it was decided that a syl 
drawn up for the next six months and that, if possible, the syllabus should 
following form :— 


/ a ae ee ee “Executorship” 

ee eee ee Mock Company Meeting 
ere  « “een” 

aera Question Box 

May .. .. .. «. s. .. .. Lecture on a general subject 
ee dee . .. Annual Meeting 
June .. .. .. .. .. .. .. .. “Financial and Operating Ratiogim 


VicTORIAN DIvISsION a 

On Wednesday, November 6, about sixty members attended at the off 
Kalamazoo (Aust.) Ltd., Temple Court Melbourne, when Mr. P. G. Sharp, Vig 
Manager of the Powers Accounting Machine Division of the above company 
very interesting talk on “Punched Card Accounting.” The three units of they 
punched card equipment, viz., the punching machine, the sorting machine, 
tabulating machine, were explained and their uses demonstrated. Many q 
were asked, and at the conclusion a hearty vote of thanks was accorded to 
on the motion of Mr. A. H. Blamey, seconded by Mr. V. L. Solomon, State P 
Commonwealth Institute of Accountants. 

On Wednesday, November 13, there was a good attendance to hear Mr. 
demonstrate model answers to the Intermediate Accounting questions of the 
examinations. As customary, copies of the questions and answers wé 
available to all present. In a concise but comprehensive manner, Mr. P: 
with the main features of every question. At the conclusion of the meeting) 
D. M. Nicholas proposed, and Mr. E. V. Craven seconded, a vote of thanksy 
was carried by acclamation and conveyed to Mr. Pyke by the President9 
Society, Mr. P. W. Marsland, who occupied the chair. 

The last meeting for 1940 was held on Wednesday, November 27, when 
Pyke dealt with the solutions of the Advanced Accounting questions. Many @ 
were asked by students during the course of the demonstration. At the come 
Mr. Pyke was cordially thanked for his services on this and many former o@ 
on the motion of Mr. E. V. Craven, seconded by Mr. G. A. Weller. f 

Before the meeting closed, the President, Mr. P. W. Marsland, expressed seaiit 
good wishes to members on behalf of himself and the Committee. 

An essay competition, closing on March 31, 1941, has been arranged 
Committee. Members may choose any of the following subjects :- 

(a) Methods of Accounting for Stocks in Retail Stores. 

(b) Accounting for Indirect Manufacturing Expense. 

(c) The Development of the Central Banking Functions of the Comme 
Bank. 

Prizes to the value of £5/5/- are offered, including £2/2/- kindly donated 
E. Pyke. Members must use a nom-de-plume, and supply particulars of maf 
address in a sealed envelope marked with the nom-de-plume. Essays sh 
marked “Essay Competition” and are to be sent to the Secretary, 37 Queen @ 
Melbourne, C.1. 

West AustTRALIAN Division 

At the meeting held on November 14, the guest speaker was Mr. C. H. Kin 
President. Mine Accounting was the subject, and after running through a 
Mr. King gave students a word picture of the whole operation of a mingy 
relationship of costing to every operation was dealt with in detail. _ 

Mr. C. A. Brigden moved a vote of thanks which was heartily supported 
meeting then adjourned for supper. ‘ 

Annual Meeting 

This will take the form of a social gathering on December 19. The Div 
Council and all lecturers have been invited, and business will be disposed Of 
in the evening. All members of this Society are urged to attend. 

Brown, Prior, Anderson Pty. Ltd., 430 Little Bourke St., Melbourne, C.1 
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